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APPROACH TO AMERICA 


MOPPING UP CHEAP STERLING 


FINANCE FOR FILMS 
By J. E. Hartshorn 


y © LABOUR’S CHALLENGE ON 
a & ECONOMIC FREEDOM 


i} 
© 
 . 


is SSAVE MR. BUTLER FROM HIS FRIENDS!” 
| | By IT. Balogh 


LOCAL AUTHORITY BORROWINGS 
PROBLEM OF CREDIT FOR EXPORTERS 
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T HUDDERSFIELD 
: BUILDING SOCIETY 


Investments Mortgages 





HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 





























at 
CPR teres 


Sit Ok og 
x 


erie were aS 


~ SH * Sy f* Sheet vee 





« 


wa 


Magne 


Acs 
*; 
8 
: 
Bes 
- 
e; 4 
Mg 
ri 
. 


ESTABLISHED 1821. STOMERS SOMETHING — 


GUARDIAN | how | 

ASSURANCE COMPANY | aaa & WORTH ~ 

LIMITED. J gy . 

AL a a «=6PUTTING © 

Subscribed Capital - £2,042,471 | |. = == : THEIR 4 

Capital Paid Up - £2,042,471 | 2h)... jc arloncai 

Total Income - £14,600,000 | =). 23¥%e" 4m SAVINGS 

Total Assets - £39,160,000 | 3| ‘=== INTO— 
The Company transacts all the principal —— 


classes of Insurance Business and also acts 
as Trustee and Executor. 
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HEAD OFFICE : P.P.J. book-banks serve a double purpose. They actively a 
68 KING WILLIAM STREET |  oeisa ‘the mar, ieather-coth covets hey aces | 
excelient advertising medium. 


LONDON, E.C.4. Strong and solid, with a slot for coins and a circular 3 
aperture for notes, P.P.J. book-banks are serving leadi E 


General Manager - F. R. NORTON, F.I.A. Banks, Building Societies and Insurance Companies 
Law Courts Branch : 21 Fleet Strest, E.C.4 | “= "* WoOe j 
1 aE CEs eet Street, £.%. Please write to us to-day and we will gladly send you © 
Regent Street Branch: samples and prices of the P.P.}. book-type Home Safe. 


4 Cavendish Place, W.1. PEARSON -PAGE-JEWSBURY CO., LTD ~ 
(Dept. M) Westwood Works, Birmingham, 6 
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BRADBURY, WILKINSON & CO, LTD. % ‘ 
Gee i’ 


DESIGNERS, ENGRAVERS & PRINTERS @ 
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BANK NOTES, POSTAGE STAMPS, if 
BONDS, SHARE WARRANTS, af 
CERTIFICATES, CHEQUES, a 
and 
ALL DOCUMENTS OF SECURITY 
eee 


HEAD OFFICE & WORKS: _ LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
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TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 


<en 


SAREE OE RR CECE ECC CE 


Pat 


me 
ava 











acd SES. S7eSe Oe ‘ ae * 4 PASM VAT ANAS asl Sasd Ss 





ast Sst es 
De Pec Deck 


PSeZR Dea De Pek Eek 


“A 








what are these things 


ceallea 


analyses 
balance _ sheets 
financial reports 
market reports 


. that cause so much trouble when copies are 
called for? Think about the last time they were 
expensive supplies, slow typing, un- 
certain checking and the rest. If copies spell trouble 
or time — or waste -- or expense...... think 
about Banda, THE SIMPLEST, MOST EFFECTIVE 
METHOD OF PRODUCING COPIES - AND 
CUTTING COSTS. 


No ink or stencils; copies in several colours at 
once; ‘Masters’ written, drawn or typed; from 3 
to 300 copies from one ‘ Master’. 


we moderns use 


Seances 


x Write for full details to : 





Why not ‘borrow’ a Banda and try it in your own office. 


BLOCK & ANDERSON LIMITED 58/60 Kensington Church St., London, W.8 














Habib Bank Ltd. 


Established 1941 


Head Office : KARACHI (PAKISTAN) 


+ e .. Pak Rs. 20,000,000 
Issued and Subscribed - si .. Pak Rs. 10,000,000 
Pak Rs. 10,000,000 


Paid-up Capital - re - by 
, ” .. Pak Rs. 10,000,000 


Authorised Capital 


Reserve Funds 


Deposits as on 31-12- 1951 Pak Rs. 438,200,000 





In selecting desirable trade relations for exports and imports with Pakistan, Habib Bank Ltd., with 45 branches 
spread over West and East Pakistan, can prove to be most helpful and you are invited to use our services. 
The Bank is fully competent to handle all foreign exchange business, including opening and advising of commercial 


letters of credit, collection of documentary bills, remittances, etc. 





FOREIGN BRANCHES: Bombay, Calcutta and Colombo 


Correspondents and Agents at all important cities of the world 



























N Completely New 
Accounting 
Machine 


READY FOR ANY JOB operations, and, since there is no /imit 
AT THE TURN OF A KNOB to the number of different units you can 


use, there is no /imit to the number of 


“COMPLETELY NEW’—those are @ccounting jobs the Sensimatic can do, 
words that can be applied, without and the Contrcl Unit can be changed 
reservation, to the Burroughs Sens:ma- _ by the operator in a matter of seconds, 
tic Accounting Machine. If you find You owe it to your business to let 
it hard to visualize an accounting Burroughs show you the Sensimatic 
machine that is /imitless/y adaptable, ‘today. 
capable at the turn of a selector-knob 

of doing countless different jobs for a 

small bank, or a vast amount of one 
particular job for a large banking 
organization, it is time you saw the 
Sensimatic in action. x 

The key to the-machine’s astonishing / 

versatility is the mewly discovered ; © 
principle of ‘‘Sensimatic Control” — 
the incorporation of a “mechanical 
brain” that directs the machine through + “Ai; 
every mathematical function and every \ Co be 
carriage movement during a posting 
operation. Each Control Unit guides 
the machine through four separate 













Burroughs 


Nae eer 

























nies SQrSSSSRSSSEEESEECEeeeaeeaaceaea 4 5 

: 

: COMPLETELY NEW 
@ Adaptability — A turn @Speed — The Sensi- 
of a knob — that’s all the =matic’s light key depres- | 
effort needed to switch sion, positive form align- 
the Sensimatic from one ment, early key release, 
posting operation to make its operation far 
another, from Ledger- simpler, far faster, far 
statement posting (say)to more easily learnt. Any- 
Waste Records. It can be one who can operate an_s 
reset,inamoment,forRe- adding machine can get : 
mittance Listing: Supple- the Sensimatic into full : 
mentary Lists: Savings production! : 
Accounts; Security, : 

‘ Registrar and Trustee de- . 

: partments records. 

: 

Scccacsccceessccescesess 





trol 


flick of a switch, guides 
the machine automatically 
through every mathematical 
function and carriage move- 
ment. Each panel gives you 
any four accounting opera- 
tions in any combination. 


This is a Sensimatic Con- 





Unit — which, at a 


























maxes Accounting MOVE 


BURROUGHS ADDING MACHINE LIMITED, AVON HOUSE, 356-366 OXFORD ST., LONDON, w.l 
Sales and Service Offices in principal cities 
iii 
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SANWA BANK 


ized Foreign Exchange Bank 


| & & HL JEWELL 


ESTABLISH EODBt830 













Fine quality secondhand 





reproduction Board Room 
Furniture 


Specialists in Executives’ 





pedestal writing tables, sets 





Chairman of the Board 
& President: TADAO WATANABE 


Capital: ¥1,000,000,000 
Head Office: IMABASHI, OSAKA 





of chairs, bookcases, etc. 




































Tokyo Office: GOFUKUBASHI, TOKYO id 
A complete network of 185 nation- | [ 0 Orn 
wide branches and worldwide HOLBORN 8520 W.C.I 






correspondents 











































i INSURANCE ff 
\ COMPANY f 


INSTITUTE 


THE CHARTERED 
| 
| OF SECRETARIES. 








ALL CLASSES 
OF INSURANCE DIRECTORS requiring the 


| 
WORLD-WIDE | services of 
| 


CHARTERED SECRETARIES 
At its many local offices, expert | to fill secretarial and _ similar 


assistance is readily available for | 
the satisfactory arrangement of | 
your Insurances. 


executive posts are invited to 
communicate with the Secretary 


of the Institute, 


— ote 


Head Offices : | 
1 North John St., | 24/28 Lombard St., | 52-54 HIGH HOLBORN 


Liverpool, 2 | London, E.C.3. | LONDON, W.C.| 


Branches and Agencies world-wide. 
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HE shares of the Co-operative Permanent earn 23° with 

income tax paid by the Society. But that is not all. 
You enjoy the other advantages of a safe and convenient 
investment, security for capital, and the right to withdraw 
at short notice. 
To many people these are as important as the rate of interest, 
and by investing with this Society you can secure them all. 
Moreover, you have the solid background of a leading 
national society with nearly 70 years of service to the public. 


Assets £70,000,000 ° Reserves over £3,000,000 
INVEST SAFELY WITH THE 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 
NEW OXFORD HOUSE, LONDON, W.C.I Telephone : HOLborn 2302 


City Office: 163 MOORGATE, E.C.2 
Telephone : MONarch 3556 
950 BRANCHES AND AGENCIES 


HAVE SOMETHING SOLID BEHIND YOU 







































What every firms 





stationery buyer should have |. ~ 











ord 
Here is a quick, convenient way to help you select business envelopes. } 

The Pirilex-bound catalogue of sample ‘ River Series’ envelopes ae 
is a sensible and practical means of assisting you in your choice ; 

it is sent to you free on application, together with a size chart. 

The full range of ‘ River Series’ envelopes (in terms mt a a . 

of the different sizes and papers available) totals over gh ee 


two hundred and sixty. It is therefore quite certain that you will 








he able to find all the envelopes that your firm may require for any 





and every purpose. ~* River Series’ envelopes have several 
distinguishing features—smart, modern “‘square cut” appearance. 
venerous gumming of flaps, wide over-flap of seams for 


1dditional security—and all are made from best* 









quality British papers. If you will please 








complete and post the coupon below, 





fat TOR UNSEALED PAILIN 


we Shall have great pleasure in 










sending off the * River 
Series’ Catalogue and | 


size Chart to you _. ie 
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WHEREVER YOU ARE 

You will find that ‘ River Series’ envelopes (——_- stenaksemmicaihadiia 

f A £ MODERN METHOD OF SEALING 


are easily obtainable and speedily delivered. Your 
local Stationer and Printer will readily arrange supplies. 


Pirie, Appleton & Co Ltd * Chadwell Heath Mill * Essex : River 


Please send me your Pirilex-bound catalogue of the ‘River Series’ 


range of envelopes, together with the size chart. % @ ay e Ss 
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ak a icine ee i envelopes 


ADDRESS 


4 Product of 
Pirie, Appleton & Co. Ltd. 
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in the 
Seaports of the East... 


from the Arabian Sea to the 
Pacific Ocean the branches of 
the Chartered Bank perform 
a wide range of banking services 
connected with overseas trade 
and local industry. 

Merchants and manufacturers 
in the United Kingdom 

who trade into the East are 
invited to consult the Bank’s 
managers in London, 
Manchester and Liverpool. 








THE CHARTERED BANK OF INDIA, 
AUSTRALIA & CHINA 
(Incorporated by Royal Charter, 1853) 


Head Office: 

38 Bishopsgate, London, E.C.2. 
West End (London) Branch: 

28 Charles II Street, London, S.W.12, 
Manchester Branch: 

52 Mosley Street, Manchester, 2. 
Liverpool Branch: 

27 Derby House, Liverpool, 2. ° 
New York Agency: 

65 Broadway, New York, 6. 


Branches of the Bank are established at most 
centres of commercial importance throughout 
Southern and South-Eastern Asia and the Far East. 























Occupies floor 
space 3’x 3’6” 





Counts and sorts 


£1200 worth of 


mixed silver in 
ONE hour 0 


9 

This reliable I.C.C. ¥ 
machine effects with \j 
' , / 6 2 
incredible speed the exact —— 
counting of mixed silver; saves vour 
organisation time and money. 

Counts £1200 an hour in bulk, 

or £950 per hour in bags of £5. 

Denominations of 6d, 1/-, 2/-, 

2/6d, and 1d. and 3d. 

Can be used to count only. 

Totals accurately recorded. 

Electrically operated. 

Automatic feed. 

Can be operated easily by a junior. 





cCc Type F/4 MIXED SILVER 
IN 


COUNT 


NG & SORTING MACHINE 


International Coin Counting Machine Co. Ltd. 


Alexandra Road, Enfield, Middlesex 
Phone: Howard 1886 
Makers of letter-opening, envelope- 


sealing, coin-counting and token- 
counting machines. 



























SECURITY ! 


Life has a sense of 
firm foundation to & 
those who have 


SAFEGUARDED 


the future. 


PROTECT 


Your dependents and 


m@ PROVIDE 


for retirement by a 


REFUGE POLICY 


REFUGE 


ASSURANCE COMPANY Ltd. 
OXFORD STREET, MANCHESTER, 1. 














































The Bank of N. T. Butterfield 
and Son, Ltd. 


BERMUDA 
Established 1858 


Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal English and 
Scottish Banks 
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Equal to £4.15.3 per cent to investors 
subject to income tax at the standard rate 


- om 949, 


The current rate of interest on 
share accounts is 2$%, and on 
ordinary deposit accounts 2%, with 
income tax paid by the Society 


in each case. Sums up to a total 
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holding of £5,000 are accepted 
for investment in Abbey National. 
For further particulars apply for 
a copy of the Society’s Investment 
Booklet. 

Total Assets £136,630,000 


ABBEY NATIONAL 


BUILDING SOCIETY 


HEAD OFFICE: ABBEY HOUSE, BAKER ST., LONDON, N.W.1 
For address of Local Office see Telephone Directory 
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per by the Society 
annum 
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CHUBB 


Supply Bankers through- 
out the world with Strong 
Rooms and full equip- 
ment for Treasuries and 
Safe Deposits. 


Ex 85 
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CHUBB & SONS LOCK & SAFE CO. LTD. 


22 ROYAL EXCHANGE LONDON E.C.3. 
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DUNLOP ‘FORT’ car tyres are 
designed for the motorist who ts pre- 
pared to pay a little more for a tyre 
that is without equal for strength. 
trouble-free performance and long 
mileage. Like all other Dunlop car 
tyres it carries the famous Gold 
Seal, symbol of the latest and 
best in-tyre-building technique. 


DUNLOP 
FORT 
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SAFETY 


for your savings =| 7 


CAPITAL 25 % 
DEPRECIATION INCOME TAX PAID 


Here is a task that never ends — the care of child- 

Equivalent to £4. ape victims of callousness or thoughtlessness. The trained. 
es wai | experienced workers of the N.S.P.C.C. devote their 
| lives to it, always ready with the help and advice that 

so often restores the family life on which the child 
_ depends. And you can help too. The National Society 

Assets £15,000,000 Reserves £800,000 | forthe Prevention of Cruelty to Children 




















is entirely dependent on voluntary con- | 

tributions—it urgently needs your assist- fl 

HASTINGS and THANET | ance, in order to continue to bring hap- : 
| piness to those who want it most. | 


BUILDING SOCIETY | When advising on wills and bequests remember the 


29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate | N ° , e P . C ° ( 


. L d + Ww.! 
99 Baker Street, London INCORPORATED BY ROYAL CHARTER 























41 Fishergate, Preston 41 Catherine Street, Salisbury | 

| Information gladly supplied on application to The Director, N.S.P.C.C. 
| Victory House, Leicester Square, W.C.2. Phone: Gerrard 2774 
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FAAS 


te Bankher’s Miteh 


Nautical knots and hitches will always remain impenetrable mysteries to 
this Banker! And the question of seamen’s welfare, too, may at first sight 
appear a knotty problem. A client asks ‘* How can my legacy best benefit 
sailors ?’’ There are many societies to which sailors turn in times of 
trouble. What is he to advise? 


The solution is no mystery. King George’s Fund for Sailors makes grants 
to over 120 welfare and benevolent societies. A legacy in favour of this 
central fund for all sea-services helps sailors and their dependents everywhere 


King George’s Fund for Sailors 


| Chesham Street, London, S.W.! 
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LEAD TO 


FUSE 


GLASS 
ENVELOPE 


PINCH 
WIRE 


FILAMENT 
LEAD 


Showing the glass-seaied 
fuse in the Osram G.L.S. 


lamp. 


The four-part lead from 
cap contact to filament. 








CAP CONTACT 


Sta 


GENERAL LIGHTING SERVICE LAMPS—40 w. - 300 w. 


ALL 


For improved service and safety 


ho FILAMENT 


LEAD 
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= FUSE 


GLASS 
ENVELOPE 
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FITTED WITH 


FUSES 


All Osram General Lighting Ser- 
vice lamps from 40 watts to 300 
watts are now fitted with fuses. 
This practice, introduced some 
years ago by the G.E.C. for coiled 
coil lamps, has gradually been 
extended to single coil Osram 
lamps as an additional safeguard 
to the user. 


These fuses are sealed into tiny glass tubes 
incorporated in the lead-in wires, and they 
rupture when the normal running current 
is exceeded (as it may be if the filament 
breaks while the lamp is switched on). 
This extra protection minimises the risk of 
circuit fuses blowing and the consequent 
inconvenience if this causes other lamps on 
the same circuit to be extinguished. 


Play safe—and specify Osram lamps— 
they cost no more than other lamps 
without fuses. 





A&G.C probucT 


Always in the forefront of lamp development 


THE GENERAL ELECTRIC CO. LTD., MAGNET HOUSE, KINGSWAY, LONDON, W.C.2 


























PORT LOUIS ) 
CUREPIPE + 
ROSEHILL | 


Telegraphic Address 


Capital Rs. 3,000,000 


THE MAURITIUS COMMERCIAL BANK 


MAURITIUS 
Established 1838 


“EGO”’ 


Reserves . . Rs. 3,780,000 


London Agents : 


LLOYDS BANK, 
6 EASTCHEAP, E.C.3 


Overseas Department: 
Also Agents in all parts of the World 


Complete 


Banking 


LIMITED 


Facilities 
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NICARAGUA 


Opportunity for Banking concern 
to establish Branch in Managua: 
Business and local official 
encouragement assured. 


Those interested please write Box No. 111, 
The Banker, 9-11 Poultry, London, E.C.2 























We call it THE 
LONDON 


This is a Vehicle of Information- 


insurance for all sorts of people. 
collection of po. 


‘Life’ is what you make it 

What kind of Life Assurance you 
need depends, of course, on you (not 
forgetting your dependants). Our 
booklet ‘‘ How to be Well Assured ”’ 
can help you to choose the policy that 
suits you best. Would you care to 
read it? 
Education B:Il 

Schooling is a singularly costly 
business; plurally, it is even more so. 
The man who takes out an Eduvu- 
cational. Policy with The London 
Assurance as soon as a child is born 
gets full marks for prudence and 
foresight. 


Fe > 2 





OMNIBUS 


-about the business 
of The London Assurance, which is to provide all kinds of 
Since 1720 we have built up an consis 
Here are some of them; others will follow. 


THE LONDON ASSURANCE 


ber geont feopte 4 deal with 








Cosh in Transit 

Almost daily, ruffians attack mes- 
sengers carrying money to or from a 
bank. Our Cash in Transit Policy 
gives cast-iron protection, if not 
against the *‘ cosh”, at least against 
the loss of cash. 
That’s what we’re here for 

If you would know more about any 
of the policies outlined here, if we can 
provide information about any other 
particular policies or about insurance 
problems’ generally — pray make 
what use of us you wish. Our address 
is 1 King William Street, Dept. K.13 
London, E.C.4. 
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Enough of this modesty, this cult of the 
4 understatement, this hiding of our lights under bushels, 


this unwillingness to come right out with it and say that 

4 we are good. So here yoes. Weare good. And the 
% reason for this unwonted effusion of self-pride? We have produced 
a thoroughly good portable typewriter, cleanly made, precise in 
working, strong yet light enough for you to run for a train while 
carrying it. It’s called the Good Companion and it’s a peach of a 
machine. But it’s not simply the goodness of the machine itself 
that makes us so proud; it’s the fact that we can produce such an 
unreasonably good portable typewriter for such a reasonable price. 


> Prices from £22.10.0 
e Imperial 


IMPERIAL TYPEWRITER COMPANY LIMITED LEICESTER 
CRC 6 















EVERY BUSY OFFICE NEEDS A 
RECORDAK Mcrof//mer DESK MOD 


@ to regain valuable filing space 
@ to protect documents from loss or damage 
@ to speed up reference 


EL 
=e 






The ‘Recordak’ Microfilmer Desk Model is a combined 
camera and projector for making and viewing 16 mm. 
microfilm records of documents such as cheques, corres- 
pondence, drafts, warrants, invoices, receipts, etc. 












@ The film records occupy @ Facsimiles of the original 
only 2°%, of the filing space documents can easily be 
needed for the original made from the film negatives . i 
papers. if required. ar : ee 
@ Reference to the film Viewing a microfilm record on the 
3,000 letter-size documents records can be made quickly ‘Recordak’ Microfilmer Desk Model. 


can be photographed on a 
100 foot reel of 
microfilm. 


and easily. 





Write for full details to the 
SRECORDEK ovivision 
or KODAK umiten 


ADELAIDE HOUSE, LONDON BRIDGE, LONDON, €E.C.4 
Tel: MANsion House 9936 

and at |! Peter Street, Manchester, 2. Telephone: Blackfriars 8918 

*“RECORDAK'’ is a registered trade-mark 
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A first-class INVESTMENT for every 
BANK 


the largest circulation among invest- 
ment and financial weeklies 


an unequalled service for both home 
and overseas investment affairs 


INVESTORS?’ 
CHRONICLE 




















































The Rafidain Bank 


HEAD OFFICE: BAGHDAD 
(incorperated in Iraq with limited liability) 
TOTAL ASSETS EXCEED !. DINARS 29,000,000 


BANKERS TO THE GOVERNMENT OF IRAQ 


announce the opening 
of a London Office at 


23, Abehureh Lane, London, E.(.4. 


TELEPHONE : MANSION HOUSE 3787 
London Manager: W. D. Wickenden 


BRANCHES IN: 


IRAQ: Baghdad, Baghdad-Southgate, Basrah, Mosu!, Kirkuk, Hillah, Amarah, Najaf 
LEBANON: Beirut 





SYRIA: Damascus, Aleppo 























UNITED KINGDOM 
ms INCOME TAX AND 
way AMERICAN INVESTORS 


Your never-failing 


We have prepared a pamphlet on this 


Thee 
subject, which although addressed 
primarily to American investors, is of 


LTD interest to all dealing with collection 
. of coupons of income of sterling 


Nagoya, Japan securities owned by foreigners. Copies 
ithout chi at 
183 Offices throughout Japan available without charge at any of 
our offices. 
ir 


va Correspondents WHITE, WELD & Co. 


Members New York Stock Exchange 


40 WALL STREET, 
NEW YORK 5,N. Y. 


mR, all over the world 





ae a a 20 MOORGATE KEIZERSGRACHT 608 
~ 2. LONDON, E.C.2 AMSTERDAM C 
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Message from a Colonial Governor 


In 1817, Governor Macquarie of New South Wales advised the Home 
Government that he had established a bank — the Bank of New South 
Wales. It was Australia’s first public company, and Macquarie 
prophesied that it would be “productive of incalculable benefits to the 
Mercantile and Agricultural Interests of the Colony” and would 
‘“Redound to its future Credit and form an Era of true respectability” 
which would “hereafter be looked back to with Public Gratitude.” 


The prophecy has been amply fulfilled, for the Bank has played no 





small part in the development of the great countries of Australia 
and New Zealand and in fostering their trade with the Mother Country | 
and the rest of the world. | 


The Bank has had a branch in London since 1853. Today, its 
Threadneedle Street and Berkeley Square Branches are an integral part 


of the oldest and largest commercial bank in the South-West Pacific. 


BANK OF 
NEW SOUTH WALES 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, and 47 Berkeley Square, W.!. 


HEAD OFFICE — SYDNEY, AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 


—— 
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HER MAJESTY’S COLONIAL SERVICE— 
GOLD COAST 


Vacancies exist for Assistant Assessment Officers in the Income Tax Department 
of the Gold Coast. 


The salary, including overseas pay, will be initially in the scale £825 to £975. Higher 
grades are available on promotion carrying salaries, including overseas pay, of £1,075 
to £1,335 and £1,375 to £1,455 p.a. The point of entry into the salary scale will be 
determined in the light of qualifications and experience. Appointment will be on three 
years probation for permanent and pensionable employment. 


An outfit allowance of £60 will be paid on appointment and free first class passages 
will be provided for the officer and his wife. First class passages will also be provided 
for up to three children provided that they are under the age of thirteen. 


The duties of the post are principally concerned with the examination of accounts 
and the determination of business and traders’ profits for tax purposes. 


Candidates should possess either a University degree or a recognised accountancy 
qualification. In special circumstances education up to matriculation standard will be 
accepted provided that the candidate has considerable experience of income tax, 
including the assessment of trading profits. Selected candidates may be required to 
undergo a course of training before leaving the United Kingdom. 


Full particulars of the conditions of service, passages, leave, quarters, etc., together 
with application forms, may be obtained from the Director of Recruitment (Colonial 
Service), Colonial Office, 2, Sanctuary Buildings, Great Smith Street, S.W.1!, quoting 
reference Number 27042/10/52. 
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to benefit by a assurance policies, to the 


BEQUEST character of its representa- 


tives, and to the promptness 





The Florence Nightingale Hospital 


is neither controlled nor supported and efficiency of its service 
by the State. It provides medical li h ld. th } t 
and surgical treatment for ladies of to po Icy oiders roug 10u 


limited means and those of the its entire history. 


professional classes. 
Kindly recommend it to 
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,o . = . M. Macaulay (Geseral Manager for British Isles) 
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YES ! — SEAL-EAS| 
WAGE POCKETS 
PAY ME, TO00! 


And they will pay you—in time 
saved, because SEAL-EASI Wage 
Pockets seal in a second, without 
moisture. Pay you, too, in trouble 
saved, because they seal securely 
and permanently, holding the bulk- 
iest enclosure. SEAL-EASI Wage 
Pockets are a good-paying 
proposition — for employer 
and employee. 
























SEAL-EASI Wage Pockets 
(printed or plain) and 
Commercial Envelopes are 
available from stock in all 
standard sizes. Ask your 
printer or stationer to show 
you samples. 


The pocket illustrated is the 
SEAL-EASI Safecheck Style. 


A John Dickinson Ri 


PRODUC 














ASI 
T$ 
} 

n time 
[ Wage 
without 
trouble 
ecurely 
1e bulk- 
I Wage 
-paying 
nployer 


Pockets 
1) and 
es are 
in all 
k your 
‘o show 


is the 
k Style. 








BANK 


THE BANKER 


IS PUBLISHED BY 
THE BANKER LIMITED 
Editorial Office: 

22 RYDER STREET, ST. JAMES’S, 
LONDON, S.W.1. 
Publishing Office : 

72 COLEMAN STREET, 
LONDON, E.C.2. 
Telephone : Monarch 8833 


Telegrams : Bankroy, Ave, London 
Cables : Bankroy, London 


* 


THE SUBSCRIPTION RATES POST 
FREE TO ANY PART OF THE 
WORLD ARE :-—— 

TWELVE MONTHS.... £1 10 Oo 
SIX MONTHS........ I5 oO 


* 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 


December, 1952 NUMBER 323 : VOLUME 99 


. ~ 


CONTENTS PAGE 
Frontispiece: Sir Eric Ashton Carpenter, 
O.8.E., 1.7. - - ae a + 
A Banker’s Diary au 313 
What Approach to America ? i ~ 3m 
Labour’s Challenge on Economic Freedom 325 
‘Save Mr. Butler from his Friends !”" .. 333 
By T. Balogh 
Mopping-up Cheap Sterling ws ..) 30 
Local Authority Borrowings ae ~ 322 


By a Special Correspondent 
Finance for Films : 
By fF. E. Hartshorn 
The Problem of Credit for Exports: 
I—The Role of the Export Credits 
Guarantee Department 
By fF. A. P. Treasure 
II—The E.C.G.D. Policy as a Lender’s 
Security .. ‘cs .. 360 
By a Correspondent 


I—The Changing Scene 350 


tn 
Lae a | 
wi 


More Light on Life Assurance KS .. 363 
By a Correspondent 











« International Banking Review 2 » 
THE BANKER is published on Appointments and Retirements... ~ 
the First Day of the month Banking Statistics... - — . 2 
ENDOWMENT ASSURANCES 


AT SPECIAL 
OF PREMIUM FOR 
OFFICIALS 


BANK 


RATES 





APPLY TO:— 


Head Office for Great Britain and Ireland 
LONDON. 


(Telephone: CITy 7762) 


o CHEAPSIDE, 


ASSOCIATION 
AUSTRALASIA 


LTD 


K.€.2 























xix 





























rT ae Ls My Mth 
7 


{fils iF Sl 
hw i ~ , 
om SM 


} 
te 


Sin 


= (il 


j 

























] 


" 


a (Ci 


\\ 





SEELVER SMELTING AND REFINING 


The handling of silver-bearing materials of relatively low content is 
one of the specialist services of our refineries. Mining by-products, 








residues and electrolytic slimes are treated in large quantities in a 
plant which has an immediate capacity of 1,500,000 oz. weekly. 
Upon instruction, the refined contents may be marketed or returned 


in any form desired. 


GOLD and Our refineries handle also bullion, ores, con- 
centrates, slags, mattes and mining by-pro- 
PLATI NU M ducts containing gold and the platinum metals 


Johnson Matthey 


MELTERS AND ASSAYERS TO THE BANK OF ENGLAND 





JOHNSON, MATTHEY & CO., LIMITED 
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SIR ERIC ASHTON CARPENTER, O.B.E., J.P. 


who has been appointed chairman of Williams Deacon’s Bank in succession to the 


late Sir Walrond Sinclair, K.B.E.) 
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THEIR INQUIRY is 
interesting. What, however, is their commercial standing? 
You do not know—but the Westminster Bank almost 
certainly does. And even if it does not, the facts can 
quickly be obtained because the Bank has representatives 
in every town of importance throughout the world. This 
unrivalled Credit Information service is part of the much 
wider service which the Bank places at the disposal of 
all who trade abroad and which is fully described in the 
booklet ‘The Foreign Business Service of the Westminster 
Bank’. A copy will be sent gladly on request. 


WESTMINSTER BANK LIMITED 
Foreign Branch Office: 41 Lothbury, London, E.C.2 




























A Banker’s Diary 





THE Commonwealth Prime Ministers assembled in London last week to discuss 
the long-term problem of dollar shortage. They meet at a time when the sterling 
area has pulled itself back into short-term dollar surplus, in 
The fact at a time when the rise in the reserves seems to be gathering 
Reserves impressive momentum. In October the reserves increased by 
Rebuild $82 millions to $1,767 millions, their highest level since last 
February. This increase of $82 millions was mainly due to the 
receipt of $35 millions of defence aid from the United States and of $37 millions 
of gold from E.P.U. (in payment for the sterling area’s surplus with Europe 
in September). Net receipts of gold and dollars from trade with countries 
outside Lurope amounted to $10 millions in October; this compares with net 
payments of $9 millions in September. The improvement in this last sector 
of the accounts was not as great as had been hoped, but the trend is at least 
in the right direction. 

There 1s every indication that the recovery in the gold and dollar reserve 
has been making further headway during November. For one thing, the 
United Kingdom's surplus with E.P.U. for October amounted to £34.2 millions 
(or $97 millions), compared with £13.2 millions in September. This surplus, 
paid for in gold, will help to swell the figure for the gold reserves at the end 
of November. The big jump in the E.P.U. surplus in October reflected the 
effect of the reopening of commodity arbitrage for one short week in August. 
Although most of the direct payments for purchases of these commodities 
from the dollar area must have been made in September, the relevant receipts 
from I.P.U. countries (representing the proceeds of re-exports) did not begin 
to come through until October—since much of the trade in question was 
financed by London bank credits. In fact it is believed that many of these 
credits were still outstanding at the beginning of November. Informed 
quarters in the City are therefore hoping that another substantial gold receipt 
from .P.U. will fall due in mid-December; it should be noted, however, that 
if the sterling area’s surplus with E.P.U. in November has been greater than 
§29.5 millions, then part of it will have to be devoted to repaying Britain's 
overdraft with the Union, since the cumulative deficit would then be below 
Britains quota of $1,060 millions. 

As from the end of this month, local authorities are to be freed from their 
obligation to borrow only from the Public Works Loan Commissioners (unless 
the Treasury specifically authorized them to borrow else- 

Freedom where). This obligation, imposed under the Local Authorities 

for Local Loans Act, 1945, has been continued since 1950 by renewals 

Borrowings of Section 1 of the Act, which is now being allowed to lapse. 
The change restores the pre-war freedom, though not the 

pre-war system, of local authority borrowings. But the Opposition, and others 
who are anxious that there should be no disturbance of the preponderant réle 
of the P.W.L.B. in local finance (and, therefore, in particular, in housing 
finance), quickly jumped to the conclusion that the Government was planning 
tocurtail P.W.L.B. activities and to drive the local authorities into the market. 
Before the war, the market supplied a large part of the authorities’ require- 
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ments and the P.W.L.B. loans were restricted to the smaller authorities that 
had no ready access to the market. The contrast between the pre-war and 
post-war systems is clearly shown in a full survey that appears on page 343. 

During last month's debate on the Public Works Loans Bill, however, the 
Government emphasized that no radical or rapid change is intended. The 
Government's object, plainly, is to feel its way, and to test the possibilities 
of eventually shifting part of the pressure of local finance from the Exchequer 
—but to do so in agreement with the authorities. There is to be no refusal of 
P.W.L.B. facilities, either directly or indirectly; the Government specifically 
rejected the suggestion that it might deliberately manipulate the P.W.L.B. 
rates so as to make them definitely less attractive than the market. Moreover, 
though requests will be made to some larger authorities to consider issues on 
the market, the Government will “ have regard to the capacity of the market 
to accommodate local authority borrowing on reasonable terms ’’. These possi- 
bilities apart, the large authorities will in principle be just as eligible for 
P.W.L.B. finance as the smaller ones. Given these assurances, it 1s easy to 
see why the Government expects the P.W.L.B. to continue to be the “ main 
reservoir ' of capital for the local authorities. For some time to come, a large 
part of these outlays will spring from programmes already approved, and 
even from P.W.L.B. loans already sanctioned but not yet drawn. Hence it 
has actually been necessary to seek increased powers for P.W.L.B. finance: 
the new Public Works Loans Bill raises the limit on new advances plus new 
commitments from #950 millions to £1,050 millions. 

Although the Government is proceeding thus cautiously, there is no doubt 
that a progressive switch from the Board to the market is desirable, at all 
events for the borrowings of the bigger authorities that were accustomed to 
market finance before the war. The mere ease of borrowing through the 
P.W.L.B., quite apart from the advantage generally offered in interest rates 
even now, is apt to encourage extravagance. It should not be supposed, 
however, that any more fundamental advantages might be reaped from the 
switch of borrowings unless this process is supported by a firm monetary policy. 
The shifting of local finance from the Exchequer cannot, in particular, reduce 
the need for disinflationary taxation unless the market is allowed to feel the 
force of the increased demands—so that a rise in interest rates enforces a 
reduction in demands for capital generally or induces a rise in genuine savings. 


THE Government deserves some modest praise for the three important bills 
that it has published in the last month. The decision to abandon the develop- 
ment charge, and thereby to release the Treasury 


Right Road from the obligation to pay out £300 millions in com- 
for pensation money to landowners next year, Was clearly 


Denationalization ? wise; the Town and Country Planning Act has been 
a case study in the sort of legislation that is justifiable 
in theory but unworkable in practice. And the new bills for the denationaliza- 
tion of transport and steel, while not living up wholly to the economic principles 
discussed in last month’s issue of THE BANKER, at least make some significant 
steps in the right direction. 
The crucial question in transport was whether the new bill would make 
possible more economic competition between road and rail, by lifting from the 
railways some of the burden of their public obligations. The only one of these 
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public obligations that could reasonably be expected to be lifted by legislation 
—as distinct from being lightened by administrative practice—was the century- 
old obligation to charge all customers the same rates for the same service. 
The new bill rightly obliges the railways to publish only maximum rates, and 
allows them to seek business at lower rates if they wish; this welcome move 
towards freedom is circumscribed, however, by some rather vague rights of 
redress granted to customers and competitors who may think individual 
charges are unfair, and by the fact that the new system will not apparently 
become effective until a full new charges scheme is worked out (which may 
take some years). The nearer these maximum charges come to the maximum 
cost of carrying the most expensive loads over the most expensive routes at 
peak hours, the better the country will be served. 

In steel, the crucial questions were whether the new Iron and Steel Board 
would be encouraged to promote competition in the denationalized industry, 
and to curtail, or abandon, the intricate system of levies from the profits of 
some companies to subsidize the profits of others. The new bill, unlike the 
White Paper of last summer, does pay some lip service to competition and it 
omits specific reference to the board’s intention to raise levies—although it 
appears to leave it with generalized powers to do so. The bill also tackles the 
problem of financing development during the fairly long period in which the 
steel industry is expected to be straddling half in private ownership and half 
in the hands of the projected Holding and Realization Agency. Any surpluses 
accruing to this agency will be placed in a special account, on which it can 
draw for development purposes; the Treasury may issue to this account up 
to £150 millions from the Consolidated Fund, and may cover such issues by 
borrowing. 


It is not surprising that concern has been aroused in the City by the project 
for a ‘“‘ compensation deal ”’ with Brazil, under which a British firm of aircraft 
manufacturers agreed to sell Meteors to the Brazilian 

Compensation Government against the sale of Brazilian cotton to the 


Deals with Raw Cotton Commission. The background to this is that 
Brazil sterling trade with Brazil has recently been restricted 


to distressingly small proportions, owing mainly to the 

artificial level of commodity prices in Brazil (another way of putting it would 
be, ‘“ owing to the artificially high exchange rate for the cruzeiro ’’). In conse- 
quence of this, there has been a rapid accumulation of commercial debts 
owing by Brazil to British traders, as well as to traders in many other countries. 
European countries have lately chosen two ways of dealing with this prob- 
lem. One is the way tried out by the Netherlands. With the consent of Brazil, 
the cruzeiro has been freed from its official cross-rate with the guilder, and has 
been left to find its own level in the open exchange market. In this way the 
accumulation of commercial arrears is being worked off and trade is again 
moving, since the absurd level of cruzeiro prices is being corrected by a more 
realistic valuation of the cruzeiro. The other way is to arrange compensation 
deals, such as that under which the Gloster Aircraft Company agreed to sell 
Meteors to Brazil well above the market price, and to transfer the premium to 
the Raw Cotton Commission (which itself was to pay equally above the market 
price for the cotton it would import from Brazil). The deals were to be linked, 
deliveries of planes being matched to the receipt of Brazilian cotton in this 








THE BANKER | 





316 





country. The excuse put forward for this technique was that it might get 
some trade moving that otherwise would not take place at all. But it isa 
clumsy wav of breaking the ice jam. It has the immense disadvantage of 
being grossly inequitable to the commercial creditors of Brazil, whose claims 
in Britain alone amount to more than £30 millions, and who see later creditors 
—namely, the sellers of aircraft—taking priority over them in getting effective 
payment for their sales to Brazil. A better way would be to let the cruzeiro 
find its true value at a rate adjusted to the present level of controlled prices in 
Brazil and to re-establish equilibrium in this manner—provided that it was 
agreed that there should be no scaling down of the sterling value of existing 
debts. Since the first details of the “‘ Meteors for Cotton” project were an- 
nounced, the British Government, through Lord Swinton, has declared that 
“the serious problem which has arisen in our trade with Brazil needs more 
fundamental remedies than compensation deals of this kind “ and that “ general 
recourse to such arrangements would not be in the best interests of our export 
trade’. The parties in the proposed deal also seem to have had second 
thoughts, and the hitch that most observers expected—and looked for—appears 
to have taken place. 


DrspitrE the issue for cash of £317 millions of Serial Funding Stocks in early 
October, net deposits at the London clearing banks rose by £15 millions in the 
four weeks to the middle of that month. The clearing banks 

No own participation in that issue—which was largely financed by a 
Genuine straight “swap out of Treasury bills—-seems to have amounted 
Funding to about £221 millions; at any rate, their investment portfolios 
rose by that amount in the month, to the record figure of £2,142 
millions (or 34.7 per cent. of deposits). Much of the rest of the £94 millions 
odd of subscriptions to the loan must have come from other banking institutions 
and from the “‘ departments’. At any rate the genuine cash subscriptions 
from the public did not suffice to meet the Exchequer’s cash needs in the month. 
In consequence, while the clearing banks’ investments rose by £221 millions, 


October 15, Change on 

1952 Month Year 

im. /m. im. 
Deposits —.. ang - 6167.2 41.2 30.4 
wet Deposits * i ae 5941.5 [5.0 39.5 
Liguid Assets.. 2720.2 (34.4) 207.1 302.4 
Cash he $QS. j (S.OAN t.4 ie 
Call Money oy ty a 199.7 (4.7) 30.1 79.7 

Treasury Bills : 1060.y (17.2 170.1 | P 
y i 20; 

Other Bills - hi - 61.3 (7.0) 2.33 

Treasury Deposit Receipts .. 170.5 
Investments plus Advances .. a ZSSG.3 (63.7) + 220.2 437.2 
Investments ion -_ = 2342.3 (34:7) +221.2 + 587.2 
Advances ~ oy a 1747.0 (28.3) 1.0 150.0 


*After deducting items in course of collection. + Ratio of assets to published deposits. 


their liquid assets fell by only £207 millions (including a small further fall m 
commercial bills). Thanks partly to a rise in gross deposits, the clearing 
banks’ liquidity ratios did, however, fall to near the original rumoured target 


—from 38.0 to 34.4 per cent. 
As expected, the subscriptions of individual banks to the loan prove t 
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have been broadly related to the previous level of their liquidity ratios, with 
the result that the biggest bank, the Midland, subscribed less than 2 per cent. 
of its deposits, while three banks subscribed over 5 per cent. In consequence, 
the range of liquidity among the “‘ Big Seven’’, which had been as much as 
3.2 points in September, narrowed to 3.5 points in October—from 33.1 per 
cent. for Lloyds to 36.6 per cent. for the two northern banks. The spread 
between the ratios of the ‘“‘ Big Five ’’ banks was narrower still, as the table 
on page 374 shows. 


THE Australian Government has now announced that legislation to bring about 
its long-expected banking reforms will be introduced in February next. It 
will make two main changes: it will end the Australian 

Australian — tradition that the central bank should be also a trading bank, 

Banking —= and will substantially modify the system of special deposits. 

Reform The trading department of the Commonwealth Bank, whose 

association with the central bank has long been a source of 
srievance among the commercial banks (but whose activities, viewed from 
the opposite standpoint, have yet been circumscribed for that very reason) is 
to be made a legally separate entity. It will continue to be controlled, how- 
ever, by the Board of the Commonwealth Bank. Inevitably, therefore, it will 
still have access to information not fully available to the other banks; and 
for that reason it 1s proposed to impose upon the central bank the duty of 
making known to the other banks its expectations about certain banking 
trends. Not until details of the legislation are available-—and, indeed, not 
until experience has been gained of the working of this peculiar arrangement 
—will it be possible to tell whether it fully meets the objections of the critics 
of the present system; but it seems to be a step in the right direction. 

The changes to be made in the system of Special Accounts, which dates 
from 1941, are designed to bring it into line with realities, and to remove a 
potential danger of arbitrary dragooning of the trading banks. Under this 
system, the Commonwealth Bank is empowered to require each trading bank 
to deposit and hold in its Special Account at the central bank an amount equal 
to the increase in its assets over their 1939 level, or such smaller sum as the 
central bank may determine. During the war, when the assets of the trading 
banks increased enormously, and again during certain post-war years when 
large export surpluses could have led to a multiple expansion of bank credit, 
ths power was used extensively as a potent, and highly discriminatory, 
instrument of disinflation; but even in these phases the aggregate sums 
‘called ’ into the special accounts were much below the legal maxima. More 
recently, the drain upon bank reserves, caused by Australia’s balance of pay- 
ments deficits, has been met by releases from the Special Accounts. The 
upshot is that the “ uncalled ’’ portion of the banks’ obligations now amounts 
tomore than £A 500 millions, thereby putting into the hands of the authorities 
a weapon of potentially devastating and unintended power. Obviously, it was 
wise to withdraw this power, and to confine the scope of the system within 
more moderate limits. Under the new proposals, the sum held in the Special 
Account of each bank is to be limited to the amount in that account on 
October 7, 1952 (fA 182 millions for all the banks), plus 75 per cent. of any 
increase in its deposits after that date. Moreover, the amount uncalled from 
each bank is not to exceed 10 per cent. of its deposits, and is to be adjusted to 
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not more than that level at least once a year. The Commonwealth Bank is 
also required to give maximum possible notice of calls and releases. These 
proposals obviously still leave the central bank with substantial powers; but 
it seems to be generally expected that its control will be largely exercised by 
more general weapons. A recent survey* of the Australian banking system in 
THE BANKER showed how the liquid assets of the trading banks have in recent 
years come to consist to a smaller extent of Special Accounts and to a larger 
extent of other liquid assets; this would certainly seem to increase the likeli- 
hood that central banking control will in future operate through more orthodox 
channels. 


THE experiment in developing a bill market in India, which was set afoot in 
January this year, seems to have proved a success. The report of the Reserve 
Bank for the year ended June 30, 1952, which has lately become 

India’s available in this country, announces that the scheme is now to 

Bill be made permanent. In the past, the lack of a sufficient volume 

Market of readily discountable bills had deprived the Reserve Bank of a 

useful weapon for credit control, and had limited the supply of 

assets available to the banks for rediscounting to meet seasonal or other sudden 

needs; this latter difficulty had been intensified by the reduction in the banks’ 

holdings of Government securities and the removal of the previous rigid peg in 
the bond market. 

The scheme adopted last January made it possible for the scheduled banks 
to obtain advances from the Reserve Bank at $ per cent. below Bank rate— 
by way of demand loans on the security of usance promissory notes of their 
customers. The relevant loan, cash credit or overdraft of these customers 
was split into two parts—one of which was covered by a demand promissory 
note to permit the borrower to make repayments or withdrawals as desired, 
while the other part (representing the minimum requirements of the borrower 
for a period of about three months) was converted into a usance promissory note 
for ninety days. Such a device appears to be well adapted to a banking system 
where a system of cash credits is one of the most usual ways of making bank 
advances. 


A WELCOME supplement has been published to the standard reference work on 
the gilt-edged market—british Government Securities in the Twentieth Century 
—compiled, sumptuously produced, and privately circu- 

Documenting lated since 1945 by a well-known firm of brokers (whose 
the Gilt-edged name must still be shrouded by the Stock Exchange rule 
Market on anonymity). This new volume, cast in the same mould 

as the basic work, brings the story up to mid-1952, thus 

embracing two eventful years. The preface, true to the author’s form, glances 
sracefully over the whole scene, while yet spotlighting all the salients. The 
result is an authoritative survey of the market and of factors influencing it 
during the period. Perhaps its most intriguing passages are those pointing— 
sometimes directly, and sometimes by more subtle hints (befitting those who 
dwell near the temple of the High Priests)—to the tactics of the authorities. 
The whole work deserves the highest commendation—tinged with the one regret 
that its excellence, and therefore its high cost, keeps the circulation so limited. 


— ens 








’ 


* «Credit Control in Australia’’, THE BANKER, September, 1952. 
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What Approach to America ? 


MERICA’S economic relations with the outside world have now reached 

their third climacteric in twelve years. The first climacteric was the 

introduction of Lend Lease, which laid the economic foundations for 
winning the war. The second was General Marshall’s speech at Harvard in 
1947, wWhich—thanks partly to Mr. Bevin’s swift reaction—laid the economic 
foundations for not losing the peace. General Eisenhower's sweeping victory 
in the Presidential election last month almost certainly means that a third 
great moment for decision is at hand. The American people elected General 
Eisenhower because they felt it was time for a change; they may not be 
very sure what sort of change they want, but it is certain that it is a change 
that will affect their foreign policy, diplomatic and economic. 

In this moment of grave uncertainty the Commonwealth and Europe 
cannot afford to be passive spectators. The coming year will almost certainly 
see a Struggle for ascendancy in America between the right and the liberal 
wings of the Republican Party. The right wing will have all the forces of 
inertia and tradition on its side; the liberal wing will have—initially at any 
rate—the sympathies of the new President. The right wing will foster policies 
that, gradually and perhaps unconsciously, would lead to the cessation of 
American aid to Europe; in turn, this would lead, perhaps less gradually but 
even more unconsciously, to new restrictions on international trade and to 
more rigid bilaterialism. The liberal—and Presidential—wing of the party 
will probably seek to continue American aid to Europe, but to make it more 
directly contributory to the achievement of a lasting international equilibrium 
and of freer trade. It will, however, be constantly under the temptation to 
underestimate the changes in American policy that will be needed if a real 
advance to freer trade is to be made; and it may try to urge the non-dollar 
world forward to a convertibility experiment that would have insufficient 
backing and that thus would quite possibly fail. 





THE COMMONWEALTH'S CHOICE 


It is against this background that the Commonwealth Prime Ministers are 
now meeting in London. Some announcement on the results of that con- 
ference may be made at about the time when this issue of THE BANKER comes 
into readers’ hands. There is now one supreme objective in the light of which 
any such announcement should be judged. The supreme objective of Com- 
monwealth economic policy must be, quite simply, to strengthen the President's 
hand. And it has to strengthen it, not by trying to damp down the Taft 
wing’s fears about the amount of American foreign lending that might be 
temporarily needed, but by stimulating the liberal wing’s imagination about 
the advantages that would ensue. 

The Commonwealth Governments can do this only if they move towards 
the goals for which Americans vaguely aspire, and move more quickly than 
the Americans expect them to do. The time has come for quite specific pro- 
posals from this side of the Atlantic, and they have to be proposals based 
on three aims: 
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First, they must be of a kind that would lead to an advance to sterling 
convertibility (or its full equivalent) and towards less discriminatory trade. 

Secondly, they have got to be proposals that would involve the co- 
ordination of investment programmes over a wide area. Republican 
thinkers believe devoutly in “ United Europe projects such as the 
Schuman Plan—and lately they have begun to show an interest in the 
co-ordination of sterling area investment programmes as well. 

Thirdly, they must be proposals that would accept the cession, 1n some 
degree, of certain aspects of economic sovereignty. Disinflation—if nece3- 
sary disinflation up to, say, the point of 3 per cent. unemployment— 
should be voluntarily accepted as a duty by countries in external deficit 
that wish to continue to draw upon American aid. 

These are not going to be pleasant decisions for politicians to take, and it is 
necessary to explain why they should take them. It 1s possible that 1f the 
Commonwealth Governments put forward much less drastic proposals than 
those envisaged above, then American aid will still be maintained; in fact it 
is possible that, for the year immediately ahead, some sort of special aid—in 
the form of a stabilization loan—might be received to buttress a limited 
experiment in sterling convertibility. But any such continued or special aid 
could only take the form of annual disbursements, subject to annual Con- 
gressional votes. And it can be taken as axiomatic that with a Republican 
Congress as well as a Republican administration in power, annual aid votes 
are likely to be successively whittled down with each vear that passes. 


NEED FOR DISINFLATION 
The only way out of this impasse seems to be to devise some way whereby 
sufficient American lending might be injected into the world system as and 
when the emergence of a large surplus in the American balance of payments 
makes this necessary—but without the amount and timing of such lending 
having to depend on an annual Congressional vote. This is going to be a 
very tough proposition for the Americans to accept. It is obvious that the 
only chance of getting them to accept it will be if the Commonwealth and 
Western Europe throw in irrefutable earnest of two good intentions: the 
intention to keep down, and eventually to extinguish, their deficit in their 
balance of payments with America (and thus the need for American lending), 
and the intention to move forward to currency convertibility and less dis- 
criminatory trade. It is true that the attainment of full balance and full- 
scale non-discrimination cannot be immediate. The speed of the advance to 
the one will necessarily depend on, and be tempered by, the speed of the 
advance to the other. The Americans should be asked to indicate what blend 
between these two policies they prefer, on the full understanding that the 
faster the advance towards non-discrimation the bigger the temporary need 
for special lending is likely to be. But, along the whole line, the Commonwealth 
must now move forward with the utmost vigour that its resources allow. The 
pace of political developments in America is not going to permit of any laggard- 
liness here. 
What would a policy of vigorous advance towards balance imply ? The 
measures most vitally needed have been delineated ad nauseam in past issues 
of THE BANKER, especially in the article entitled ‘“‘ A Programme for the 
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Commonwealth “ in the issue of last September; this article has, as it happens, 
been widely and favourably commented upon in just the sort of circles that 
are now going to be most influential in the United States. The main thesis of 
that article was that the Commonwealth Conference should determine upon 
a very sharp cut in industrial investment in the sterling dominions and upon 
a painful switch of resources from consumer goods trades to capital goods 
industries in the United Kingdom. 

As that article in September pointed out, if the overseas sterling area had 
kept down to the pre-war level the volume of its imports of dollar capital 
equipment, then the central gold reserves in London would have run up in 
every post-war year, except (possibly) 1951. But these increases would, of 
course, have occurred only behind the barrier of existing exchange restrictions 
and with the help of Marshall dollars. If an advance is to be made towards 
sterling convertibility and less discriminatory trade, then further measures 
will be necessary. Three such measures deserve especial consideration. 

First, the Commonwealth should press forward with the development of 
production of those raw materials that America is likely to need in increasing 
volume*; to finance this development other forms of investment or consump- 
tion should be still further cut down, but a real eftort should also be made to 
attract American capital for these schemes. There is reason to hope that 
specific projects of this sort, and specific measures to this end, may, in fact, be 
under ardent discussion at the Commonwealth Conference. 

Secondly, it is becoming increasingly clear that a good case can be made 
out for an increase 1n the dollar price of gold. The advantages that this would 
bring to the sterling area were discussed in THE BANKER in September, when, 
however, it was argued that the prospect that America might accede to such 
a suggestion did not seem very bright. Since then the prospect may have 
improved. In the Stamp Memorial Lecture at the University of London last 
month, Professor John Williams, of Harvard University and the Federal 
Reserve Bank of New York—who ts perhaps the leading American economist 
on the financial side and certainly a very important influence on the trend of 
American thought—made specific reference to the arguments marshalled in 
the September issue of THE BANKER. He declared that: “‘I do not say | 
would welcome such a change (in the gold price) from an American standpoint, 
but I would not weigh my objection too heavily if there were a clear case for 
it as part of the American contribution to a basic solution of the dollar 
problem "’. Although high hopes cannot yet be raised on this score, it is at 
least possible that the door is less securely locked than when Mr. Snyder was 
ensconced at the Treasury 1n Washington. 

Thirdly, the case for setting the sterling exchange rate free to float also 
seems to have been strengthened by the events of the past month. This 
question has also been discussed at length in past issues of THE BANKER, and 
the conclusion has emerged that if sterling is to be made convertible then a 
floating rate will be almost inevitable (and, indeed, desirable). The Eisenhower 
victory, and the change in strategic thinking about the dollar problem that it 
has made necessary, seem to have brought forward the day when an advance 

* For a discussion of the raw materials concerned see ‘‘What Sort of Commonwealth 
Development ?”’ in last month’s issue of THE BANKER. 
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to convertibility will be desirable; and it may therefore have brought forward 
the need for resort to a floating rate, too. 
WHAT SORT OF PAYMENTS SYSTEM ? 

What, now, of the international payments system into which all these 
changes should be fitted ? The problem here, in effect, is to provide a cushion 
of American dollars that might become available to the outside world in case 
of need, but without having to wait upon an annual vote from an uncertain 
and vacillating Congress. Three proposals have lately been canvassed. 

One proposal is for the rejuvenation of the International Monetary Fund. 
Last month the I.M.F. made a useful—though minor—move towards girding 
its loins to face the problems that lie ahead. It announced that it would 
consider opening “ stand-by '’ accounts for members, at a low rate of interest. 
A member wishing to be granted such an account would have to secure I.M.F. 
approval of the purposes for which he desired it—and the intention to advance 
towards convertibility would obviously be a purpose of which the I.M.F. 
would approve. Once the account were opened it could be drawn upon in 
the event of need. The advantage of such a scheme, in the present context 
is that a country could arrange the cushion in place, before starting upon a 
convertibility experiment; it would not have to wait to ask for a cushion— 
perhaps vainly—after it had already fallen down. The sterling area’s total 
drawing rights in the I.M.F. amount to some $2,000 millions, at a maximum 
rate of $500 millions a year. In all, the I.M.F. has some $2,750 millions of 
U.S. dollars at its disposal for lending purposes. 

The main criticism to be levelled against this proposal is, of course, that 
the cushion is far too small. In the early years of any experiment in less dis- 
criminatory trade—or for that matter in later years, if American recession 
returned—the surplus on the U.S. balance of payments might amount to 
over $10 billions (as it did in 1947). Either, therefore, the cushion provided 
by the I.M.F. can be regarded only as a supplement to other means of dollar 
finance, or else the U.S. deposit at the Fund (and, with it, the deposits of other 
members) will have to be increased. It 1s true that the I.M.I*. charter, with 
its scarce currency clause, provides a useful framework within which a cautious 
advance to non-discrimination might be made; and, since this method would 
involve the least possible disturbance to the existing payments mechanism, 
the advance towards currency convertibility might also be gradual (if that 1s 
an advantage). There is a political difficulty—though not an insurmountable 
one—in the fact that the I.M.F. is historically associated with the demand 
for fixed exchange rates, which would have to be abandoned if convertibility 
were to succeed. But the real question at issue is whether a request to Congress 
that the U.S. quota with the Fund should be, say, quadrupled (or more) would 
attract a favourable answer. The past history of that institution suggests that 
it probably would not. 

A second proposal that has been mooted is that in the now famous—though 
still unpublished—Green Book, drawn up by some officials of the Mutual 
Security Agency. According to American press reports, the main feature of 
this project would be the establishment of an Atlantic Reserve Fund as backing 
for sterling and the currencies (or possibly a joint currency) of the Schuman 
Plan countries. This fund would be floated by an Atlantic Commodity Board, 
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which would try to encourage investment in long-term contracts for raw 
materials, and an Atlantic Economic Board, which would ‘“ discuss’’ the 
economic policies of member countries. Contributions to the Atlantic Reserve 
Fund would depend on the gold holdings of member countries, which means 
that—initially at least—the United States would provide over 80 per cent. 
of the whole. Presumably the Reserve Fund would be regarded as backing 
for an advance to currency convertibility and towards less discriminatory trade. 

The main difficulties of this project seem to be, first, that such a scheme 
might provide endless scope for wrangling about how much non-discrimination 
(and, as a counterweight, how much disinflation) was obligatory on member 
countries; and, secondly, once again, that Congress might not be willing to 
vote the initial U.S. contribution needed—or, at least, not on the massive 
scale that would be required if the cushion provided were to be an adequate 
one for a bold advance. 

It is for this reason that The Economist, in its issue of November 22, has 
put forward an ambitious project for a full-scale world—or Atlantic—Payments 
Union, on the model of E.P.U. The mainspring of The Economist's argument 
is that an advance towards convertibility and less discriminatory trade would 
be likely to prove a disastrous failure unless it was backed up by a very large 
reserve fund of dollars. Indeed, The Economzst believes that to make such an 
advance possible America, over a long run of years, may have to accept pay- 
ment for up to $35 billions of its exports in the form of clearing union units, 
instead of in dollars or gold drawn from other people’s reserves. If there is to 
be any hope at all of enticing the Americans into such a scheme, then the 
Commonwealth and Western Europe will obviously have to make some striking 
concessions to the Americans’ point of view about economic and trading policy. 

The Economist's scheme certainly contains a wide range of such concessions. 
The essential feature of a Payments Union is that each creditor country would 
receive payment for its balance of payments surplus (or a certain proportion 
of it) in the form of deposits at a clearing union, which would thus be available 
for lending to countries that were running balance of payments deficits. 
These deposits would, of course, remain as immutable claims on other people's 
resources. They would thus be no less valuable than gold; in fact, since they 
would bear interest, they would be rather more valuable than it. Once such 
a Payments Union were set up, there would no longer be any continuing 
incentive for countries to discriminate against imports from the dollar area 
—since imports from all areas would be paid for in the same proportions of 
clearing union units and gold. The immediate consequence of this might be 
a rush to buy dollar goods; and, in order to protect their external balances, 
the countries of the Commonwealth and Western Europe might seek to impose 
new quantitative restrictions on imports from other areas—although on a 
non-discriminatory basis. | 

To prevent a massive initial disturbance of this kind, The Economist suggests 
that the clearing authorities should be required to scrutinize—and in many 
cases that they should forbid—the imposition of new import restrictions; 
the authorities would, however, have no powers to forbid the lifting of 
import restrictions, and this would mean that, as and if an individual country’s 
balance improved, it would have every incentive to lift restrictions on imports 
from the dollar area before it lifted restrictions on imports from other areas 
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(until such time as full non-discrimination were achieved). Moreover, //e 
Economist suggests that the clearing union should hustle along this advance to 
non-discrimination, by decreeing “* general liberalization quotas “ on the E.P.U. 
model; in other words, it should be able to demand that at any one time not 
more than, sav, 50 per cent. of any country’s imports should be subject to 
quantitative restrictions. The Economist also believes that the union should 
be more rigid in its attitude towards the maintenance of such hberalization 
quotas than E.P.U. has been; a body of case law might be built up whereby 
a country that was in balance of payments deficit but had less than, say, 3 
per cent. unemployment would usually be required to seek to right its position 
by further disinflation and by devaluation before it had recourse to new import 
restrictions. The bite behind this bark would be that any country that did 
not abide by these rules would have to resign from the union—and from the 
very great advantages in access to United States lending that would go with 
it. Lhe Economist believes that the union should be “ blandly explicit © about 
this, and that a country that resigned should be accorded fairly generous 
terms about the wav in which it should repay any accumulated debt to the 
Union. But so long as the bait of United States lending remained, those 
Governments that did resign would not perhaps be very popular with their 
electorates—and they would not be any great loss to the solvency of the club. 

The main question mark hanging over such a project 1s: Would the 
Americans accept it? Vhe Economist believes that the total credit lines 
extended by each member to the union would have to be very large if the 
scheme were to succeed. It suggests, as a minimum, that they should be 50 
per cent. of one vear’s trade or 5 per cent. of one year’s gross national product, 
whichever were the greater; this would give the United States an obligatory 
credit line of about $17 billions and the Commonwealth countries (taken 
together) an obligatory credit line of about $25 billions. And these would be 
a minima; for true safety’s sake, The Economist would prefer credit lines 
to be twice as large. Even when allowance is made for the advantages that 
would accrue to American traders under the scheme, this is asking a lot of 
the American Government. But then America has a worthy tradition of 
responding favourably to major and imaginative proposals, while shying away 
from more niggling ones. 

There are also some technical problems that would be raised by The 
Economist scheme. There would, for example, be difficulties about the role 
of currencies such as sterling that have hitherto been used as major payments 
media in international trade: similar difficulties, it will be remembered, 
nearly delayed the entry of the United Kingdom into E.P.U. And there 
would be some knotty problems about checking movements of hot money 
within the proposed payments mechanism; the United States might have to 
set up some sort of exchange control over capital inflows. If these technical 
problems proved unduly difficult to resolve, the alternative proposals discussed 
above—the rejuvenation of I.M.F. or the ‘‘ Green Book ”’ plan—should be 
re-examined. But if they are to be re-examined on anything like an adequate 
scale, then the non-dollar countries will have to take very stringent steps 
to assure America that they mean business about internal disinflation and 
about advancing towards non-discrimination. The supreme need of the 
hour is not to attract America’s sympathy but to capture its imagination. If 
this is not done, the outlook for the future of world trade may be bleak indeed. 
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Labour’s Challenge on Economic 
Freedom 


NDETERRED by the recent stream of heartening news about Britain's 

balance of payments, the Opposition last month singled out economic 

policy, or alleged lack of policy, as the principal target for its attack 
during the debate on the Speech from the Throne. The arguments deployed 
on this occasion, though neither novel nor particularly well-reasoned, merit 
more than usual attention. For this debate revealed clearly, perhaps more 
clearly than any other public discussion of recent vears, the nature of the 
terrain over which the decisive battle for Britain's solvency will eventually 
have to be fought. 

The Opposition affirmed, in a formal amendment that was duly lost, that 
the Government had no eftective proposals for dealing with *‘ the serious 
economic position of the country which is evidenced by the decline in produc- 
tion and exports, growing unemployment and short-time working and increased 
cost of living ” and asserted that Government policies ‘ threaten to return to 
the social conditions of the inter-war years’. There is room for dispute, as 
will later be shown, about the facts of recent experience; but the most signifi- 
cant aspect of this attack does not arise from questions of fact. It les in the 
particular line of reasoning employed. 

The central argument on this occasion was roughly as tollows: Britain's 
escape from danger this year depended upon factors that are mainly non- 
recurring and, even so, were only partly of the Government's contriving; to 
the extent that new policies played any part in achieving this temporary 
relief, they did so only by measures that necessarily cut productive investment, 
cut production and raised unemployment; that there is no way out along this 
road; that further eftorts to free prices and cut Government expenditure, a 
continued use of monetary policy, and apprehended new steps towards con- 
vertibility and non-discriminatory trade will only aggravate the problem, will 
create conditions in which Britain can avoid insolvency only by heavy unem- 
ployment associated with falling production and a retreat from the principles 
of the Welfare State. The only tolerable way out, it is affirmed, is by avoiding 
or reversing every one of these moves towards freedom (except, apparently, a 
certain freedom for external trade within a tight ring of sterling countries and 
any others who will pledge themselves to uncompromising discrimination 
against the dollar world), and by seeking solvency combined with full employ- 
ment by means of far-reaching planning, working through physical controls 
and regulated and subsidized price structures. 

This seems to be a fair summary of the purport of the principal Labour 
speeches, though it puts the whole sequence rather more completely and 
coherently than any single spokesman did. There is no doubt that much 
more will be heard of this general line of argument; it is obviously destined 
to reappear in various guises according to circumstances. Partly for this 
reason, THE BANKER has this month welcomed a proffered article from Dr. 
Thomas Balogh, who has long played a part in the intellectual background of 
Labour’s economic thinking, who lately seems to have acted also as economic 
mentor to the Bevan group, and who is a staunch exponent of the most com- 
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prehensive form of the argument summarized above. This is the terrain upon 
which the battle must eventually be joined; and it behoves those who believe 
in free institutions, and in the free route to solvency, to study well the tactics 
and convictions of those who would go the other way. Indeed, this particular 
sequence of argument merits study, too, by the moderates of the Labour party 
—by those who profess only part of the sequence and do not see its logical 
end, an end from which some of them might recoil if its implications were once 


clearly seen. 


If this contributed article—‘‘ Save Mr. Butler from his Friends! ”’ 


which appears on page 333—1is read in conjunction with the development of 
the Labour case during the debate, many similarities will be seen. 


‘* ONCE-FOR-ALL FACTORS IN RECOVERY 


The most striking fact that emerges from detailed scrutiny of both is that 
although Labour's prescription for Britain’s malady is diametrically opposed 
to that propounded by economic liberalism, its diagnosis of the malady, and 
of the patient’s recent experience, is now almost identical to the liberal diag- 
nosis—and does not, indeed, differ by much from that given by Mr. Butler 
on several occasions during the past year. On the recent experience, all parties 
are agreed that this year’s recovery has been partly due to non-recurring 
influences, though the Government has not yet conceded such importance 
for these influences as that previously suggested, for example, by THE BANKER 
and some of its like-minded contemporaries (and now suggested also by the 


Opposition). 


Indeed, Mr. Butler and other Conservative speakers, although 


emphasizing that only a “ breathing space ’’ has been gained and that the 
really arduous climb still lies ahead, tried to minimize the transitory factors 
—a contortion that almost upset the Chancellor in his “ balanced flexibility ”. 

The biggest factors in producing the transformation of Britain’s own 
balance of payments have undoubtedly been the strong improvement of the 
terms of trade (the export-cost of a given volume of imports is now I5 per 
cent. below the peak reached in the spring of 1951), for which Government 
policy cannot claim any perceptible share of responsibility, and the physical 
cuts in the volume of imports and in invisible expenditures such as tourism 

—a policy of contraction that could not be carried much further even in another 
emergency, and one that must eventually be reversed, as all parties acknow- 
ledge. At best, this favourable trend of the terms of trade must be expected 
to slacken, and it may turn adverse again, though some figures published by 
the Board of Trade since the debate suggest that only part of the gain from 
the fall in import prices that has already occurred has yet been reflected in 
the monthly trade returns. 

The Board computes that in the first nine months of this year the annual 
rate of imports (c.1.f.) dropped from £3,914 millions in 1951 to £3,586 millions, 
and, surprisingly, that over 90 per cent. of this saving was represented by the 
cuts in volume. On the other hand, while the rate of exports rose slightly, a 
4} per cent. fall in volume was just offset by the rise in prices. The upshot 
of these calculations, which makes the immediate prospect look a little more 
favourable than had previously been supposed, is perhaps best regarded 
simply as an offset to the adjustment that has to be made when trying to 
project the true visible balance of payments from the trade returns (the latest 


White Paper, 
article now emphasizes, anticipated part of the improvement due to be shown 


as THE BANKER has already explained, and as Dr. Balogh’s 
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in these returns). In any case, the fall in the volume of exports steepened 
sharply in the third quarter (to 13 per cent. below the 1951 average), and 
export prices in September were nearly 3 per cent. below their peak; it 
cannot be assumed that October's better-than-seasonal recovery in exports 
by value (to 7 per cent. below last year’s level) marks a definite change. 

The transformation of the gold and dollar accounts has been due to these 
same two factors—Britain’s import cuts and better terms of trade—plus three 
quite distinct factors: cuts in non-sterling imports by the overseas sterling 
area, American defence aid, and the cessation (and even reversal) of the bear 
pressure against sterling. It would be rash to assume that the overseas sterling 
area's cuts will be any more permanent than Britain’s; and, indeed, Australia’s 
recently-announced relaxation (fortunately confined to sterling goods) shows 
that the extreme of restraint was tolerated only while the accumulation of 
“ forestalled ’ stocks was being worked off. American aid now looks still 
less dependable than it formerly did; and, as our opening article this month 
points out, there can be no hope of sustained American help in the solution 
of the dollar problem unless Britain and the Commonwealth move towards 
convertibility and less discrimination in trade. (But that article also shows 
how the dilemma might be solved; it should be read with the present article 
as the reply to the Labour thesis.) 

Upon the nature of these various factors in this year’s recovery, each of 
which dictates caution about the future, there seems to be substantial agree- 
ment among all parties. Opinion diverges rather sharply, however, upon two 
other vital matters—the trend of investment and of production. The dreary 
post-war sequence of crisis and recovery in the balance of payments in alternate 
vears has been largely explicable, as THE BANKER has often pointed out, by 
the fact that imports were cut sharply at each crisis, and equilibrium was 
attained in the ensuing year only at the cost of running down stocks or failing 
to add to them on the scale required to support a rising volume of production, 
thereby ensuring a renewed external gap in the next year when stocks had to 
be replenished. With this in mind, Mr. Butler has been at pains to emphasize 
that total stocks of imported raw materials and food have risen steadily 
throughout the past year. This welcome fact does not, however, dispose of 
the crucial point at issue. Earlier in the year the Chancellor expected to have 
to run down stocks, or at best to stop adding to them, and regarded either 
change as a non-recurring expedient justified only in emergency. That stocks 
of imported goods have not run down (though the rate of addition to them has 
certainly greatly slackened) is undoubtedly attributable principally to the 
fact that both production and total consumption have fallen. 


THE FALL IN PRODUCTION 


Moreover, it cannot be assumed that there has not been a fall in total 
stocks; as Mr. Gaitskell (and Dr. Balogh, too) has pointed out, it will be sur- 
prising if the decline in production has not been accompanied by a decline in 
the total floating capital of industry—especially as the heavy accumulation of 
finished goods in certain consumer trades now seems to have been drawn off, 
despite the drop in total consumption. (Retail stocks of ‘‘ non-food ”’ goods in 
large stores in September were 18 per cent. down on the year, and stocks of 
textiles in the hands of wholesalers were down by 36 per cent.) The Lord 
Privy Seal, replying to Mr. Gaitskell, affirmed that figures for total stocks, 
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including work-in-progress, Were “irrelevant to the balance of payments ' 
This can be true only in the very short run; in the end virtually any demand 
for domestic capital will add its strain to the external account—unless it 
is met by a further decline in consumption or an expansion of production. 
There is, in any case, a strong presumption that a recovery of production, if 
that is envisaged, will require some re-expansion of the import programme, 
even if wider commercial policy (in response, for example, to the pleadings 
from the O.E.E.C. countries) does not also dictate 1t now that Britain 1s begin- 
ning to put real strain on E.P.U.’s gold. In the absence of adequate statistics 
pointing to the contrary, the Opposition’s argument on this matter looks 
better founded than the Government's. 

This is not true, however, of 1ts challenge on the issue of production itself, 
disturbing though the trend has been. For the first eight months of the year 
total industrial production, as shown by the official index, was 34 per cent. 
less than in the similar months of 1951, thus reversing the progression of the 
post-war years; the comparable movement for manufacturing industry alone 
was 4.4 per cent. These figures, moreover, flatten out the shape of the curve: 
the total index for the second quarter of the year showed a fall of 6.4 per cent., 
and in June the decline on 1951 reached g per cent., with the index for manu- 
factures down by I1 per cent. But if the Chancellor's figures obscured these 
more spectacular movements, upon which the critics have tended to fasten, 
he also obscured the recent trend; for the deterioration from the comparable 
1951 level has steadily narrowed since mid-summer. By August it was down 
to 4.8 per cent. on the total index and 8.4 per cent. on manufactures alone: 
the September provisional figure (available for the total only) suggests a decline 
of 4.6 per cent. on the year. 

The movements of production in detail, however, are much more important 
than the aggregate movement; and here, unfortunately, the figures are tardy. 
Many of them do not yet extend beyond the second quarter, which led the 
Chancellor to base his defence mainly on the good results achieved by basic 
industries in the first half-year, when the engineering, shipbuilding and electrical 
vroups showed a gain of 54 per cent. Figures for August or September for 
particular groups show gains on the year in pig-iron, coal and coke, bricks and 
cement and most building materials (though some appliances, such as cookers 
and heaters, are down), pumping plant, fire-resisting equipment, railway brake 
equipment (but not wagons), new ships completed (taking the two months 
together), aircraft, electricity generated (a particularly sharp rise in September), 
and—most unexpectedly—a sharp rise in September in motor cars and com- 
mercial vehicles, so that both are once more above 1951 figures. Housing has, 
of course, been growing steadily throughout, as befits the favoured child of 
politics; so has defence expenditure (expected to reach, if not exceed, the 
budget estimate), and so has the atomic programme; while steel has gone 
from strength to strength, with a record output in October that seems to 
assure that the year’s total will overshoot the target. The one strident excep- 
tion to this upward trend in the capital goods industries is factory building, 
deliberately cut by the Government to release steel for export industries and 
manpower for housing. The year’s output is expected to be down by 17 per 
cent., but the easing of steel supplies is now permitting a freer granting of 
licences, and the Chancellor hopes that the work done in 1953 will be ro per 
cent. above the 1951 level. 
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It may, of course, be mere chance that nearly all the basic industries and 
capital goods for which recent figures are vet available happen to be those 


that are running above last year’s level (one exception is ship repairing); on 
the other hand, in the consumption goods groups and in some of the lighter 
industries hit by the overseas cuts in imports, declines are general, and some 
have been severe. There is hardly room for doubt that this fall in the total 
volume of production has been heavily concentrated upon these categories. 
Indeed, the Government declares that if activity in the textile industries alone 
had remained throughout at the abnormal level of early 1951, there would 
have been no fall at all in the index for industrial production as a whole. 

However that might be, it seems sufficiently clear that the fall in production 
this vear has been concentrated mainly in the industries most affected by the 
heavy cuts in imports by the overseas sterling area. Moreover, many of these 
industries were precisely those already affected by the previous year’s revulsion 
of consumers and others from the panic buying in which they had indulged 
after IKorea. This influence, combined with the impact upon other industries 
of shortages of key materials, was slowing down the rise in total production 
during 1951, and by the fourth quarter of that vear had actually halted it. 
These two main factors, perhaps associated with some dislocation caused by 
the switching of resources to defence production and by the concentration of 
the building labour force upon housing rather than factories, have this year 
been reinforced by monetary policy —but there is no reason to believe that 
the credit pressure upon the disaffected trades has been severe. 

A similar pattern emerges from the manpower figures, except for one 
striking difference in degree—the rise in unemployment, from 1.3 per cent. in 
October, 1951, to 1.9 per cent. in October, 1952, has been much less than 
proportionate to the fall in production. But the distribution both of employ- 
ment and unemployment broadly confirms the production analysis : _ if 
the August figures (the latest detailed ones available) are compared with 
end-1951, it will be found that the basic industries have generally gained 
labour (though not very largely, except in coal, aircraft and building) while 
the consumer industries and lighter export industries have released a good 
deal more than the expanding groups gained. This analysis, moreover, confirms 
other indications that one of the big influences in producing this redistribution 
—the fall in domestic demand—is already reversing itself, and in some trades 
has been doing so for some months. The textile, clothing, leather and furniture 
industrics, among others, are now re-building their labour force; and unem- 
ployment in textiles had dropped by mid-October by no less than 103,000 
from its peak of last spring. Principally for this reason, total unemployment 
is now 70,000 below the worst level—at just under 400,000, compared with 
350,000 at mid-December and 264,000 in October, 1951. The rise of 4,000 in 
July-October contrasted with one of 78,000 in the similar period of 1951 and 
with an average rise of 40,000 in 1948-50. 

Krom those who have voiced most concern at these trends in production 
and unemployment, two opposite pressures have emerged—and two equally 
wrong-headed policies. On the one hand there are the industrialists, some 
trade unionists, and some back-benchers on both sides of the House who 
plead not only for relaxation of restraints upon supplies to the home market 
but also for specific measures to foster home demand, such as concessions in 
purchase tax. They support these pleas on social grounds, on the ground 
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that Britain can now “ afford”’ relaxation, and by the familiar contention 
that a broad home market is the prerequisite of successful exporting. On 
the other hand are the official spokesmen for the Opposition, whose attack is 
more subtle, and who now deal much more austerely with this naive line of 
argument than they ever did when in office. Thus Mr. Gaitskell criticizes the 
Government for this year’s unintendedly large releases of cars to the home 
market, and for its attitude to domestic demand generally, and Mr. Morrison 
declaims even more virtuously——“ it is right to hurt people for the time being 
in order to protect and preserve their ultimate good; that is the test of Govern- 
ment and of statesmanship ’’. How utterly true; but how fantastic that this 
charge should be levelled (not entirely without justification) by the late 
Government against the present one—and in the context of increased unem- 
ployment. And how regrettable that the Chancellor should apparently be 
trying to keep mid-way between these contrasting attitudes. 

Labour's diagnosis of Britain’s basic problem is not, indeed, less realistic 
than the Chancellor’s. Because of the temporary or non-recurring factors in 
this year’s progress, effort must be re-doubled if the gains are not to be lost; 
because of the need to build up an external surplus to finance overseas com- 
mitments and to create a shock-absorber against future disturbances of world 
trade, effort must be doubled vet again. The road to economic security 1s by 
increasing industrial efficiency and productivity, which means increased pro- 
ductive investment; the threat to employment and to the standard of living 
comes from inability to export; and to export enough we must offer what the 
customers want, at competitive prices; this demands re-deployment. of 
resources, the contraction of some industries and expansion of others. The 
Chancellor has said all these things; but they are summarized here from 
Mr. Morrison's speech—which even turned the argument into an attack on 
the Government’s housing programme, on the ground that socal priorities 
put factory building before more houses. 


LABOUR Disowns DISINFLATION 

This close identity of view on basic economic needs does not, however, 
promise agreement upon fundamental policy. Here the gulf between the 
Labour view and the principles that inform—or should inform—Conservative 
policy is now seen to be much wider than when Labour was in office. Sir 
Stafford Cripps and Mr. Gaitskell were the pioneers of disinflationary budgets, 
and both showed increasing regard for the virtues of market forces as re-shapers 
of the economy, though they followed their precepts insufficiently and often 
uncourageously. But Labour leaders and thinkers, even the moderates among 
them, are now openly rejecting these principles, and are daily asserting more 
vehemently the principles of planning and the methods of physical control— 
principles discredited in the battle with economic realities five years ago, when 
Dr. Dalton departed from the Treasury and the defeat was acknowledged by 
the policies of his successor. 

The burden of Labour’s contention now, on the issue of falling production 
and rising unemployment, is not that this calls for specific reliefs for the dis- 
affected groups; it is the more subtle and fundamental one that the basic 
needs of the economy, on which both parties are broadly agreed, cannot be 
attained by the policies now being developed—except, perhaps, at the cost of 
large unemployment and a return to the social conditions of the inter-war 
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years. Mr. Gaitskell (like Dr. Balogh) declares that there was no doubt that 
Britain might attain external solvency by cutting production, increasing 
unemployment, and reducing consumption. This year’s experience is then 
represented as having proved the point; the fall in production and the higher 
level of unemployment are attributed to the recourse to monetary policy and 
to other moves towards a freer price system, and it is argued that liberal 
policies never can ensure solvency except in these conditions. 

Labour's policy, it is now clear, would be to pursue the methods of its 
vears of office, but without the effort at disinflation and increasing recourse to 
the price system (or, at least, with much diminished emphasis upon these 
principles) and with still greater emphasis upon physical controls and planning. 
The trend in policy would almost inevitably reverse that of the years from 
1945 to 1951, which, on the whole, was a slow trend towards economic freedom. 
Maximum production and full employment, Mr. Gaitskell claimed, wer 
attained in those years by deliberate use of economic planning, trade agree- 
ments, and monetary policy to maintain a high level of demand ’’. In fact, 
demand sustained itself, by the whetted appetites of the post-war seller’s 
market, by the post-Korea boom when those appetites grew duller, and by 
the inflationary buying of British goods by the overseas sterling area. Only 
these conditions enabled the Labour Government to avoid disaster through 
successive crises while yet relaxing its physical controls. Now there are 
buyers markets everywhere, and for everything except certain capital goods, 
competition is increasing from Germany and Japan, and there can be no hope 
of dollar solvency if the overseas sterling area becomes again a soft market 
for consumer goods. The task of expanding exports will henceforth be im- 
measurably more difficult than it has been; it demands switches of domestic 
resources on a vastly greater scale than has been needed in these years of soft 
exporting. The Labour approach would inevitably drive more and more 
towards directions and licences and arbitrary prices. The discomforts and 
hopelessness of life in this strait-jacket cannot be measured by the experience 
of 1946-51, for then the shortages of war were gradually disappearing and the 
strings were being loosened; the new garment would grow steadily tighter. 

Moreover, as Dr. Balogh’s argument shows even more clearly than Mr. 
Gaitskell’s, the only hope of sustaining this system would be by developing 
an ever-tightening apparatus of discriminatory trading, using bulk purchase, 
trade agreements and preferences—and, doubtless, the whole array of Schach- 
tian devices to manipulate the terms of trade—as the means of cutting the 
participating nations off from the dollar world. These things, it is claimed, 
would be done in the interests not only of full employment but in those of 
security for the Western world. The walls of this fortress of siege economics 
within that world would presumably carry the philippic, ‘“‘ Divided we stand ” 
—and eventually, no doubt, ‘““Autarchy before Democracy ”’. 


MEETING THE CHALLENGE 
_ By far the biggest deficiency in the conduct of the present Government is 
its failure to meet this challenge forthrightly and convincingly, to demonstrate 
that it has itself a clear and hopeful philosophy, that the policies of economic 
ireedom offer the only chance of achieving simultaneously all the social objec- 
tives that Labour would also seek—but seek in vain. Mr. Butler last month 
should have seized upon the agreement about the need for switches in man- 
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power, and should have pointed to the failure of physical controls to achieve 
them sufficiently in the past and the greater difficulty and need for them in 
the future—the need, indeed, for particularly flexible and even automatic 
movements. All post-war experience is proof that market pressures, working 
through undistorted prices, monetary policy and budgetary disinflation, are 
indispensable for this purpose—even though, in modern conditions, they may 
need some aid (and sometimes some blunting of their sharpest edges) from 
arbitrary devices. The challenge on the rise of unemployment and the fall in 
production should have been met, not by the Chancellor's promises to avoid 
contraction of domestic demand in the trades affected, but by the explana- 
tion that these are temporary movements indispensable for the re-distribution 
of resources upon which future employment depends. It should have been 
frankly admitted that, although this fall in production did not primarily 
result from the Government's own policies (since the sterling area’s import 
cuts in effect performed Mr. Butler's disinflationary duty automatically), such 
a transitional change is an integral part of any successful effort to re-shape the 
economy for its life struggle in world markets. 

The test here is whether the changes ave transitional, as distinct from being 
either mere fluctuations or the beginning of a chronic and worsening condition 
that is, as Labour contends, inseparable from liberal policies. In adverse 
circumstances, admittedly, the necessary price of labour redistribution might 
have to be heavier than this year’s; but it would still be a lower price, in 
terms of social welfare, than would have to be paid under any alternative 
policy. As it is, the burden is already diminishing; demand for consumer 
goods is rising, stocks are falling, and so are unemployment and short-time 
working. The real danger, in fact, is not that this change will go too slowly, 
but that it may develop in the wrong way because it goes too fast. It is hard 
to believe that Britain’s imperative needs in 1953 can justify a much bigger 
return of labour to the consumer industries than has occurred already; and 
the only conceivable justification for a policy of letting it proceed would be 
the belief that non-sterling markets for consumer goods are destined to expand 
substantially in the near future. It would be rash to count on that. Once 
unemployment has occurred, 1t may be better for it to last a little longer than 
could be contrived by relief measures than for the price to be paid twice over, 
by displacing workers for the second time from the same industries. Especially 
is this true when manufacturers are disposed, as now, to hang on to labour 
despite the fall in demand, thereby depressing output per worker. 

The objective, emphatically, is bigger output and rising productivity; but 
in the short run it is better to produce more of the “ right ’’ things than to 
expand or maintain total output. Indeed, except after conditions of crippling 
inflation, when production is almost paralysed by shortages (as in 1947), the 
disinflationary prescription for bigger output—or any prescription for better 
balanced output—is almost bound to work by first depressing total output. 
The experience of 1947-48, when the lag was so short as to be imperceptible 
—because productivity rose immediately the shortages were eased by disinfla- 
tion—shows very clearly the principle at work. But now a lag is inevitable; 
and, once the transitional slack has been produced, it is vital that the Govern- 
ment should not become frightened by it. To reiterate Mr. Morrison’s maxim 

—‘ it is right to hurt people for their ultimate good ”’. 
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“Save Mr. Butler from his Friends!” 
By :¥ Balogh 


HE unexpected surplus on the balance of payments, the cessation of the 

rise in prices and the improvement in employment have together pro- 

duced a comprehensible sense of exhilaration. The analogous experience 
in the years 1948 and 1950, which followed on the crises of 1947 and 1949 
respectively, is tending to be forgotten or dismissed; and this attitude has 
been encouraged by the Chancellor himself. At the annual conference of the 
Conservative Party he firmly declared that a repetition of the distressing 
biennial sequence need not be feared: the improvement in the balance of 
payments was not, this time, due to the running down of stocks of primary 
products. The sources of this confidence, and of this rapid change in the 
economic atmosphere, demand searching scrutiny. 

The improvement in the balance of payments is certainly startling. Toa 
considerable extent—perhaps as much as £100 millions p.a.—this improve- 
ment has been brought about by the fall in import prices at a time when 
export prices remained remarkably stable (and as Britain is a heavy importer, 
a given percentage fall in the prices of imports gives much greater absolute 
relief than an equal rise in those of exports). The quantity of imports also 
fell; and the balance of payments White Paper, covering the first half of this 
year, considerably anticipates the relief obtainable from both these tendencies, 
as it reflects not the physical arrival of goods in this country but the change 
in ownership. As Britain herself finances her foreign trade, both exports 
and imports, this is quite a substantial difference. The margin between 
import arrivals ‘valued c.i.. and payments for imports valued f.o.b. almost 
doubled between the second half of 1951 and the first half of 1952, i.e. it 
rose from 11 to 19 per cent. The analogous “ lag’ in exports, though appre- 
ciable, is much smaller both relatively and, of course, absolutely (6 per cent. 
for the first half of the current year). 

This “ anticipation of improvement in the balance of payments and the 
fact that the heavy service on the debts to North America falls due in the 
second half of the year make the immediate prospect rather less encouraging. 
Of course, if a repetition of the heavy liquidation of sterling balances by the 
independent members of the sterling area and by foreign holders could be 
avoided, the outlook would look more promising: in the twelve months to 
June 30 last the former drew £679 millions, the latter £226 millions, making 
altogether £905 millions, or more than the total loss of gold during the period 
(a loss of £779 millions). Both the Dominions and Britain were sustained by 
borrowing from the Colonies, a process that is both morally and economically 
wrong. A recrudescence of heavy capital exports to the sterling area would 
also have unfortunate results. It should be noted, however, that the crisis 
of 1951, unlike those of 1947 and 1949, was not aggravated (or perhaps caused) 
by capital transfers from Britain to the sterling area. 

The restoration of ‘‘ confidence ’’, too, was undoubtedly a potent factor in 
stopping the drain on the gold reserves. The measures designed by the 
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Commonwealth Finance Ministers last January have also had some, tf belated, 
effects. Moreover, the relative stringency of money and the collapse on the 
Stock Exchange hindered and hinders the export of capital. 

All this must be acknowledged. Yet withal it seems that the main part 
of the improvement in the external position has come from transient causes 
and is itself likely to prove transient. 

(1) Import cuts have more or less taken effect. Exports are extremely 

sensitive to world income. 

(2) British production is declining: the average of the official index since 

the beginning of the financial year to August, at just over 107 
(1948 =100), is just over 7 per cent. below last year. The index of 
manufacturing at 109 is relatively even lower (it was I19 In the 
corresponding months of 1951). The September figure for total 
industrial production is below that even of 1950. These figures are 
some I0-I2 per cent. below the target on which the Budget was 
based. Nor can the textile slump or the summer slack be blamed 
for the whole of the decline. Capital goods, 1.e. shipbuilding and 
engineering, have also declined. 
The maintenance of the stocks of primary products (which alone seem to be 
recorded statistically in this country; in the United States the Government 
has data on the stock position at each stage of the production process) 1s 
therefore of limited importance only. There can be hardly any doubt that 
the stocks of goods actually in the production process have fallen and not 
merely automatically because of, and proportionately to, the decline in 
production, but also because of the pressure of credit restriction. Thus the 
balance of payments has benefited by a once-for-all factor that cannot operate 
in the future unless output is further reduced. 

Therefore, if output recovers, and if the prices of imports do not fall 
further, we may once more be confronted with a drain on our reserves. If 
all experience does not fail, we should then also experience a renewed with- 
drawal of foreign balances. In this context it should be observed that the 
recovery in the rate quoted in free markets for “ transferable ” sterling has 
undoubtedly been due to the relaxation of our exchange controls. The 
pressure on these types of sterling through the demand for “ switching “ has 
not diminished; therefore the improvement has to be attributed to the wider 
opportunities for the use of such sterling.* Nor can there be any doubt that 
some members of the Commonwealth now emphatically press for a further 
instalment of liberalizing trad2 and payments, pointing to the achievements 
already attained by Britain through the return to orthodox monetary policies, 
and suggest continued advance in that direction. 

No one disputes that there always must be a level of employment (and 
output) at which imports are balanced by exports without any interference 
with the “ free play of economic forces ’’’.t The only question is what sacrifice 











* For a discussion of—and to some extent a disagreement with—this point of Mr. Balogh’, 
see the article on page 339 of this issue.—ED. 

T It is more questionable whether there is always a rate of exchange that performs the same 
task while keeping full employment. The wage spiral that follows depreciation or devaluation 
is likely to undermine the new rate if not checked by unemployment. 
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this “freedom” will entail. The fact that the greater exchange freedom 
granted last year in conjunction with the inauguration of the new monetary 
policy has not yet entailed sacrifice must not be used as the basis for argument 
that it will not entail sacrifice eventually. The introduction of convertibility 
or even the relaxation of discrimination (not to say of quantitative import 
controls in general) is equivalent to the unilateral abolition or weakening of 
protective measures. Hence, if other things remain the same, a worsening 
of the terms of trade and/or the lowering of income must be enforced.* We 
have not experienced any hardship yet because our terms of trade were 
improving as a result of a fall in import prices and because the fall in produc- 
tion of some 7-10 per cent. was not accompanied by any increase in unem- 
ployment. Productivity declined sharply. 

What does all this add up to ? 

A further improvement in our terms of trade, if it happens, is not likely 
to occur without some pressure on our exports. Competition in the world is 
increasing. As Lhe Economist has shown (November 8, 1952), the special 
factors that have operated in our favour ought no longer to be counted upon. 
We must, moreover, begin to think of the cost of the Army of the Rhine, 
for General Eisenhower will certainly do his utmost to speed Germany’s 
rearmament, and this will put an end to its contribution to occupation costs. 
Senator Taft is not likely to shoulder this burden—some $309-409 millions. 
A large chicken has come home to roost. Britain should also reckon with 
cuts in aid from the United States. 

In order to enforce a fall in prices (and an increase in productivity and 
maintenance of profits) the present obvious hoarding of man-power must 
cease. Demand must be further cut and the “ gains ’”’ of the last few months 
must be consolidated. In fact Britain must be put “ through the wringer’, 
as the outgoing American Secretary for the Treasury himself put it at the 
time of devaluation. <A further devaluation or unpegging of sterling might 
“help ” against the dollar, at the cost of a further fall in the standard of life 
and further disturbance of the wages, prices balance. It would hardly be much 
use against Japanese and German exports, as those countries would follow 
suit inmediately. And upon Britain’s relations with the United States, its 
effects would be doubtful; the victory of the Republicans makes a continuance 
of the “ liberal’ tariff policy of the Democratic Administration since Cordell 
Hull a matter of question. (The motor-cycle firm that-lately lost its application 
lor protection against British exports is in the bailiwick of the rampageously 
triumphant Senator MacCarthy.) 

[t is, of course, also true that an increase in the internal demand of the 
United States and Canada beyond their productive capacity could bring 
about the disappearance of the dollar shortage no less easily (and perhaps 
more so) than this could be done by cutting down the demand of Britain 
and the rest of the world. It is as legitimate to argue that the dollar shortage 
Le. the need for “ artificial ’’ or direct controls in the rest of the world over 
imports from America) is due to ‘‘ deflation ’’ in the United States as it is to say 


* Deflation, by reducing the demand for foreign goods and lowering the price of exportable 


Home goods both tn terms of hom» and foreign currency, has the same external effect as 


levaluation. 
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that it is the result of “ inflation ’’ elsewhere. Indeed, on the analogy of little 
Sammy being the only one in step in the whole regiment, one might even 
argue that the first is the more natural explanation. The experiences of 
1950-51 are illuminating. The U.S. balance of payments was made _ to 
balance by an expansion of demand. The old-fashioned orthodoxy of the 
gold standard would indeed enjoin inflation on the United States, even as it 
enjoins deflation on the rest of the world. No one has ever expected the 
system to work exclusively by deflation. 

But even the shght inflation that has been experienced in the United 
States at the turn of 1950-51 (wholesale prices have been falling for over a 
vear now and retail prices are only imperceptibly higher than last year) was 
sufficient to smash the Democratic regime, despite the continuance of pros- 
perity. It is hardly possible that Taft and his friends will deliberately 
stimulate U.S. demand sufficiently to offset the effects on Britain's balance of 
payments of the probable cuts in foreign aid and of the relaxation of controls 
here. We shall be lucky if confidence in the businessmen’s Government and 
the urge to reduce taxation on profits will stimulate investment to overcome 
the chilly influence on demand of increased profit margins and savings and, 
possibly, of cuts in Government expenditure. A catastrophic depression 
with the Government saving cattle, but not the children, as in 1931-32 
is inconceivable. But the rest of the world can ill afford even a small dip in 
the effective demand (including Foreign Aid) of the United States. The 
recent revival of business activity there may last into the spring, but must 
not be counted upon for any extensive period. 

Thus it appears that the present moment represents a deceptive optimum 
position that 1s unlikely to last. The improvement in the terms of trade 
and the slowing down of production have already spent their beneficent 
influence so far as they could without causing further difficulties for employ- 
ment. In fact, the early part of 1950 is repeating itself with only slight 
modifications. 

What policy should be followed to prevent the repetition of the sequel : 
This would seem to be the proper moment to take action to prepare for squalls. 
The machinery of exchange control should be tightened to enable it to prevent 
sudden flights of capital. We should look to the members of the sterling 
area to work out in common a plan to economise in imports from the United 
States, a plan that would inevitably involve long-term commitments, since 
Britain would have to increase its engineering capacity substantially, perhaps 
as much as double it. The primary producers should be given incentive 
bonuses for increased production (a uniform increase in price would merely 
repeat the inflationary excess of 1946 and 1950). Reciprocal bulk-purchase 
should at last be intelligently and undogmatically used to expand supplies. 
We should press for such increased discrimination by the Commonwealth against 
U.S. exports in exchange for the absolute preference granted by our abstention 
from any quantitative restriction of sterling imports. We ought also to take 
steps to reverse the iniquitous lending by the colonies to Britain and the 
Dominions. Finally, we should try to come to analogous agreements with 
Western Europe, and should force the Belgians (and some other lesser culprits) 
toconform to the dollar-saving measures of the rest and pursue an expansive 
monetary policy. 
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In one sentence, we should try to evolve an intelligently discriminating 
policy that would least harm foreign trade outside the United States and 
permit Western Europe and the Commonwealth to maintain employment. 

Unfortunately the Bank of England seems intent on the opposite course. 
Mr. Butler is being enjoined to be tough, and the props under his tight-rope 
are being loosened. The pressure of Canada’s representatives, playing 
Banquo’s ghost at the sterling area feast, will be extreme—for Canada, too, 
is under pressure from the United States, and that pressure is likely to 
increase rather than decrease. If a retreat towards convertibility, on the 
line of least resistance, were begun, a sharp increase in the deflationary pressure 
in this country would seem inevitable. The advantage gained by the fall of 
production would have to be rammed home by “ restoring productivity and 
Hexibility ’. I have little doubt that this will lead to a sauve gui peut and 
the premature end of the sterling area. 

Beyond that, the continuation of the present policy offers little more 
than further cuts in productive investment, the weakening of our long-run 
competitive power, the continuation of the relative impoverishment of Britain 
and of the decline in the relative military power of the West faced with the 
remorseless productive expansion of the Soviet-dominated Eurasia. It is 
difficult to understand how the advocates of this policy envisage the future. 
[t does not provide either for the stability of the present (;sovernment or for 
the emergence of Britain and the Commonwealth from its post-war crisis. 
At best Mr. Micawber will once more take over and we shall drift on sub- 
sidized by the United States, endlessly vacillating between import cuts and 
monetary policy. Mr. Butler will need all his skill and common sense if he 
is to escape his friends. 
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Mopping-up Cheap Sterling 


N the last few months there has been a remarkable strengthening of the 

various “cheap sterling’ rates. This improvement has gone farther and 

faster than can be explained by the revival of confidence in the currency, 
and the healthier trend of the official rate. Ten months ago transferable 
sterling stood at $2.39 and security (or “‘ switch ’’) sterling at $2.33; since 
then the rate for transferable sterling has risen steadily, but with some accelera- 
tion in the last month, to touch $2.70, while the rate for switch sterling has 
risen to $2.02. Between these two figures the whole spectrum of bilateral 
sterling rates—-Belgian, French, Tangier and the rest—has followed the same 
trend, though an appreciable disparity in the range of quotations remains. 
Even the rate for sterling bank notes has strengthened notably. The most 
important of these markets, that in Zurich, quoted the pound note at Frs. 9.92 
ten months ago; the quotation now is in the region of Frs. 10.80. 

Why has there been this general strengthening in rates, and what does 
it mean ? One of the main reasons has been the fall 1n overseas sterling balances, 
from which the various cheap markets are fed. Although Britain ran an 
overall surplus of only £24 millions in the first half of this year, the sterling 
liabilities that 1t owed to overseas countries fell by £410 millions, from £3,807 
millions to £3,397 millions. Moreover, this fall occurred in spite of another 
increase (by £75 millions) in the sterling balances of dependent overseas terri- 
tories——the major part of which are held by colonial currency boards, marketing 
boards and other agencies over which Britain still exercises considerable 
control. Admittedly £309 millions of the fall was accounted for by a reduction 
in the balances of the sterlmg dominions; by the end of June these had come 
down to £1,513 millions, the lowest figure touched since the end of the war 
and one that leaves very little margin over and above the minimum required 
as currency reserves and essential working balances. But the balances of 
non-sterling countries—which are the main source of supply for the cheap 
sterling markets—also dropped significantly, by £176 millions to £842 millions; 
within this total, certain accumulations, such as Egypt's, are effectively immo- 
bilized, and certain other excessive holdings, such as Japan's, are now coming 
down. That is also now true of the British debit balance in the European 
Payments Union, and there are considerable areas of the world, notably South 
America, where sterling is becoming a remarkably hard currency. It may 
thus be claimed that the United Kingdom’s short-term sterling lhabilities to 
the rest of the world do not now represent nearly such a serious menace to 
the underlying strength of the currency as they did a short time ago. The 
position improved considerably in the first half of this year and it is more than 
probable that the rate of improvement has been fully maintained since June. 

Although this fall in the total of the balances has been one of the reasons 
for the reduction in the supply on the cheap sterling markets, 1t does not fully 
explain the astonishing strengthening in the various rates for cheap sterling 
that has taken place. Of these, the most remarkable—and from the point of 
view of the pattern and distribution of sterling area trade the most important 
—has been the strengthening of the rate for transferable sterling. The main 
source of supply of transferable sterling is the accrual of sterling in the hands 
of residents of the transferable account areas who have no wish to hand that 
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sterling to their own central banks in exchange for their own currencies, but 
who do wish (with or without the sanction of their monetary authorities) to- 
convert 1t into dollars, either to purchase dollar goods or as a form of capital 
export. The main demand for transferable sterling originates from interna- 
tional traders who use sterling for purchasing sterling area commodities 
and then resell these commodities to dollar or other hard currency markets, 
thus securing the arbitrage profit made possible by the discount at which 
transferable sterling can be bought. 

During the past year the supplies of such transferable sterling have been 
considerably reduced. One reason for this has been that the central banks of 
some European countries—especially those whose E.P.U. position has been 
such that their deficits or surpluses in intra-European trade are settled partly 
in gold—have shown rather more diligence than before in collecting the sterling 
working balances of their own nationals. Another potential source of trans- 
ferable sterling was tapped by the Bank of I:ngland’s short-lived commodity 
arbitrage scheme in August and September. This provided a channel through 
which merchants on the Continent could secure dollar commodities by pay- 
ment in sterling and, moreover, do so at the official rate. A considerable 
amount of sterling that might otherwise have been “ flogged ’’ in the cheap 
market for transferable sterling has been used for the purchase of these dollar 
commodities. Moreover, until very recently, Continental merchants showed 
a surprising readiness to accumulate and hold sterling balances in the hope 
that the arbitrage experiment might be repeated. 

The main influence behind the hardening of the transferable sterling rate, 
however, has been the volume and the persistence of the demand for it for 
commodity shunting. Merchants on the Continent, often with the active 
support and encouragement of their central banks, have refined the technique 
of their entrepot trade. Transhipment facilities have been improved, and 
a system of “ double-switching ” has been developed that removes all traces 
of the ultimate destination—thus effectively pulling wool over the eyes of 
the controllers of the first leg of the transaction. Countries like Indonesia 
have come to rely almost wholly on cheap sterling receipts for the sale of their 
rubber and other basic products (sterling prices 1n the international markets 
for tin and wool have been strongly influenced by the rate at which cheap 
sterling has been quoted in the exchange markets). That was clearly indicated 
recently when the Bank of England asked London merchants to stop sales 
of tin if they had reason to suspect that the buyer intended to resell the metal 
in the dollar market. The immediate result was a fall in the sterling price for 
tin approximately corresponding to the discount on transferable sterling. 

Shortly before this official démarche in the tin market, the authorities had 
sought to place similar restrictions on London dealings in exportable silver. 
Before these restrictions became truly effective the price for exportable silver 
retained a premium on the official price that roughly corresponded to the 
discount on transferable sterling. Now the premium on exportable silver has 
completely disappeared. This disappearance is the product of many factors, 
but not least of the fact that the market is no longer so persistently supported 
by continental purchases, made on the basis of cheap sterling facilities. South 
Africa has also taken some initiative to restrict sales of diamonds through 
London to continental merchants who re-export to the dollar market. These 
three commodities—diamonds, silver and tin—are among those most eligible 
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for commodity shunting, since the ratio of value to bulk is unusually high. 
[t must be doubted, however, whether the restrictions imposed by the authori- 
ties in Britain and South Africa have yielded the desired results. For there is 
still enough scope for commodity shunting to create a persistent commercial 
demand for transferable sterling and to maintain the discount on that sterling 
at a figure that is now no more than 34 per cent. below the official sterling rate. 

The market in switch sterling has also recently gone from strength to 
strength. Since this market is a relatively specialized one, it should perhaps 
be explained here what switch sterling is. When non-residents sell sterling 
securities or other forms of capital invested in the United Kingdom, or when 
their life policies mature, the sterling proceeds of such sales are not eligible for 
conversion through the official market into the currency of the non-resident’s 
country. The proceeds of these sales—and it is these proceeds that constitute 
switch sterling—are eligible only for reinvestment in other sterling securities. 
There are two restrictions in this market. First the securities that can be 
purchased with switch sterling must have a life of more than ten years. The 
reason is that under exchange control regulations the proceeds of maturing 
securities held by non-residents are automatically eligible for conversion into 
the holder’s currency. If, therefore, such securities as Treasury bills could be 
bought with switch sterling, non-residents would have to wait only three 
months before they could repatriate their capital; in such circumstances the 
switch sterling rate would automatically approximate to the official rate. 
Secondly, switching of securities and operations in switch sterling between 
residents of different countries are subject to the authorization of exchange 
control. It is one of the rules of exchange control that dividends and interest 
on sterling securities held by non-residents are eligible for conversion at the 
official rate into the holder’s currency. If, therefore, switch sterling could be 
bought by, say, a resident of the United States from a resident of Argentina, 
dividends on sterling securities that were previously transmitted to Argentina 
and converted from sterling into pesos, would thereafter have to be transmitted 
to the United States at a direct cost in U.S. dollars. 

Although old investments in the name of non-residents (and undisturbed 
since the introduction of exchange control) are tending gradually to come to the 
market—and although real property held by non-residents is still being sold 
and old insurance policies mature—there is some evidence that the supply 
of switch sterling is diminishing. Moreover, the ways in which it can be used 
—and thus the demand for it—are increasing. One example will suffice. A 
substantial volume of blocked Deutsche Marks, in large part the proceeds of 
restitution to former Jewish holders of property in Germany, is now on offer 
in the markets, and can be sold against Swiss francs at a discount of about 
50 per cent. The Swiss francs are then converted into dollars that are invested 
in dollar securities. These can be sold on the London market against switch 
sterling. 

There are also various loopholes through which switch sterling enters into 
commercial circulation. If switch sterling can become resident sterling (that 
is, sterling held in the account of a resident in the sterling area) it can auto- 
matically be used in the normal course of trade to make payments for imports 
from sterling area countries and, with exchange control permission, for pay- 
ments to the transferable, bilateral and other non-sterling countries. The 
authorities seem recently to have allowed more switch sterling to leak through 
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into trade channels in this way. The usual procedure is for switch sterling 
owned by non-residents to be invested in a sterling security, of which perhaps 
the most popular are Savings Bonds, 1965-75 (which have the freest market 
of any security with the stipulated ten-year minimum life). These securities 
are then sold, with exchange control permission, to residents in one of the 
outlying sectors of the sterling area—such as Kuwait, Bahrein or Hong Kong. 
The securities are then resold and their proceeds become free resident sterling. 
In this way the supply of switch sterling is being constantly reduced; and 
this, in the main, explains the persistent strength of the switch sterling rate. 

[t would seem, therefore, that—largely with the conscious toleration and, 
indeed, encouragement of the exchange authorities—the various sources of 
supply of cheap sterling are being mopped up. Some market observers profess 
to find a stragetic significance in these technical operations. They may, it 1s 
argued, be part of a preparatory campaign for the restoration of a much 
sreater measure of freedom in sterling exchange, perhaps even convertibility 
itself. If such freedom were to be linked to a wider measure of flexibility of 
rates, where would the authorities like the various rates for “‘ free ’’ sterling 
to stand at the onset of such an experiment ? Might they not be very pleased 
with a state of affairs where the most widely used free commercial rate (the 
transferable sterling rate) stands at no more than 34 per cent. discount, and 
where even the rate for switch sterling (despite all the restrictions that apper- 
tain to this type of sterling) stands at no more than a 6} per cent. discount ? 
These ruminations may be very wide of the mark. But the trend of the various 
cheap sterling rates certainly seems worth watching. 
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Local Authority Borrowings 


By a Special Correspondent 


Hk Government's decision to restore to the local authorities their pre-war 

freedom to borrow by issues of stock on the market or through private 

channels—instead of requiring them to borrow only through the Public 
Works Loan Commissioners unless the Treasury gave exemption from this 
obligation—does not, it seems, portend immediately any radical change in the 
pattern of municipal finance. But the longer-term implications of this decision 
which are discussed editorially on page 313, and the policy that apparently 
underlies it, cannot be measured merely by the probability that its short-run 
effects will be slight. To appraise them it is necessary to examine the nature 
of the system that has operated since 1945, and its fundamental differences 
from pre-war practice. The purpose of this article is to outline this factual 
background. 

Local authority borrowing is of two types, termed “ loans ”’ and “‘ temporary 
advances "’, of which the former are by far the more important. Because 
temporary borrowing was naturally affected more directly and more quickly 
by the changes in monetary policy begun with last year’s increase in Bank 
rate, it may be convenient to deal with it first. Such borrowing is well recog- 
nized as being a necessary part of local government finance and finds statutory 
approval in Section 215 of the Local Government Act, 1933, and again in 
the Local Authorities Loans (Exemptions) Regulations, 1945. It has long 
been the practice for local authorities to arrange temporary finance with the 
banks, and a well-recognized procedure developed over the years seems to 
have proved satisfactory to both parties. Following the changes brought 
about in the general structure of interest rates by the monetary policy of the 
present Government, it was inevitable that the banks’ charges for local 
authority advances, in common with all bank advances rates (including those 
for nationalized undertakings), should rise. These adjustments were com- 
pleted without delay, so that in this sphere of temporary borrowings the new 
monetary policy had a rapid impact on local authority finance. 

The amount involved in bank lendings is not large, judged by present-day 
standards. In August, 1952, the latest date for which classified figures of 
bank advances are available, total bank advances to local government authori- 
ties amounted to £79 millions. This happens to be almost precisely the level 
at which they stood at the earliest available date after the war (February, 
1946); in the meantime they have fluctuated between a low point of £67 
millions in May, 1946, to a peak of £99 millions in August, 1951. (The pre-war 
borrowings were obviously below these levels, since the less detailed classified 
figures then grouped local government with public utilities, and the combined 
total was only £59 millions in 1938.) 

Not all temporary borrowing, however, is obtained from the banks; many 
local authorities raise loans elsewhere for short periods (usually subject to 
seven days’ notice) and loans made on the same terms from one authority to 
another are also not uncommon. The rates for these transactions have also 
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risen; whereas a year ago such facilities might have been arranged at I per 
cent. for seven-day money, now the rate is 24 per cent. 

This system of temporary borrowings has not altered significantly since the 
war, and has not been specifically affected by the big changes in the sphere of 
long-term finance. In describing the long-term arrangements it 1s necessary 
to consider the pre-war and post-war practice separately. 


LONGER-TERM BORROWINGS 

Before the war, and particularly before the coming into force of the Local 
Authorities Loans Act, 1945, the authorities enjoved considerable freedom in 
the methods by which they raised finance. Their principal pre-war sources of 
‘loan ’’ finance were (1) by public issues of their own stocks, (2) by private 
borrowings on mortgage, and—for the smaller authorities only—(3) borrowings 
from the Public Works Loan Board. As 1s well known, a great number of 
authorities—and especially the big ones with high credit status—elected to 
market issues through the Stock Exchange, thereby giving them considerable 
scope for good financial management, since much depended on the correct 
timing of the approach to the public, and on the careful fixing (with the aid of 
their City advisers) of the terms of the issues. 

The terms of corporation stocks necessarily varied according to the City’s 
rating of the standing of the borrowers and also, of course, with fluctuations in 
the general level of interest rates. Over the years, the range of rates paid was 
For example, towards the close of the last century—when si rate 
was 2 per cent.—Birmingham was able to make a large issue of stock at 2} 
per cent. vollocnaatihe in 1926 or after; during the rush for loans after the first 
world war, when Bank rate was ranging up to 7 per cent., that same authority 
had to pay 6 per cent. on a 1936-40 stock inal in 1920- 21); and during 
the cheap money phase of the thirties (when many local authorities took the 
opportunity to convert some of their costly issue s of € arly post-1914-18 war years 
into lower-interest stocks, and also ratsed new money at low rates), Birmingham 
raised {5 millions in 2? per cent. stock redee ‘mable 1955-57. 

The second main form of loan finance, especially favoured by authorities 
in the North, was (and, indeed, is still) by borrowing privately from financial 
institutions by mortgage of the rates and revenues, generally for periods 
related to the “ period of consent “ for the project. The main lenders have been 
insurance companies, banks, building societies and savings banks. Irrespective 
of the life of the loans (which, of course, tends to be shortest for bank finance), 
two main types of repayment are distinguishable—by annual payments 
(whether annuitie s or instalments) and by ‘ump sum at the end of the term 
(““ maturity mortgages). 

The third important channel for loan finance before the war—loans from 
the Public Works Loan Board—was generally available only to the smaller 
authorities. This form of Government finance dates from the early years of 
the last century, when Loan Commissioners were first empowered to make 
advances for public works from funds derived direct from Government bor- 
rowings and, later, issues from the Consolidated Fund. Towards the end of 
the century this method of finance gave place to a system of making advances 
from a Local Loans Fund that drew its funds largely from specific issues from 
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time to time of 3 per cent. Local Loans stock guaranteed by the Government 
—a method of finance that continued until 1945. 

Until that date the P.W.L.B. was empowered to make advances only to 
local authorities with a rateable value of not more than £200,000 in England 
and Wales, or £250,000 in Scotland, though it could lend to larger authorities 
for certain special purposes—but the aggregate loans made for these purposes 
were not large. 

Most of these loans to the larger authorities for special purposes are included 
in the figures shown in Table I, but they form an insignificant part of the 
totals. Before the war, it will be seen, the P.W.L.B. lendings to all types of 
local authority were very small by present standards; the highest annual 
rate in the inter-war period was £50 millions (in 1920-21), and just before the 
war the lendings were running at about {23 millions a year. 

Throughout the inter-war period—and, indeed, right up to 1945—the rates 
charged by the P.W.L.B. were varied with, but kept shghtly above, the yield on 
TABLE |] 

NEW ADVANCES BY THE PUBLIC WORKS LOAN BOARD 
(£ millions) 


1920-21 to 1924-25 (average) 23.60 1930-37 es 10.6 1944-45 * I.0 
1925-20 to 1929-30 .. ~~ 29.6 1937-35 = 22.5 1945-40 es 9.2 
1930-31 “~ ‘3 ha 15.3 1935-39 23.1 1940-47 ‘4 105.2 
1931-32 - 5 oi 20.0 1939-40 12.0 1947-495 o 240.1 
1932-33 e* - si g.d 1940-41 4.4 1945-49 - 252.7 
1933-34 os os a oO. 1 1941-42 I.0 1949-50 a. 292.5 
1934-35 i — - o.5 1942-43 «2 1950-51 “a 335.1 
1935-30 sth a ba 13.9 1943-44 1.4 1951-52 = 401.9 


Local Loans stock. The figures shown in Table II relate to all housing loans 
and to loans for all purposes for periods up to thirty years; longer-term loans 
for other purposes were charged +} per cent. more. It will be observed that the 
rates in force at the end of each year were, with few exceptions, about 4 per 
cent. above the yield on Local Loans stock (or rather more than that in the 
early twenties). 

THE POST-WAR SYSTEM 

This pattern of local financing has been drastically altered since the war, 
though the change began during the war, when local borrowings, of course, 
became subject to the general regulations governing capital issues. This 
control, combined with the virtual cessation of housing and of other avoidable 
public works, stopped the flow of local authority issues (and also debarred 
borrowers from optional conversion operations). At the same time, as Table | 
shows, the rate of new lending by the P.W.L.B. declined steeply. 

The big change derived from the Local Authorities Loans Act, 1945, spon- 
sored by the Coalition Government early in that year in anticipation of the 
post-war housing drive, and with the object of avoiding a scramble for finance 
In competition with other clamant borrowers on the market. At that stage, 
it will be recalled, there was almost general agreement upon the desirability 
of maintaining cheap money for reconstruction projects, and an orderly 
management of the market was regarded as indispensable for that purpose. 

Section 1 (i) of the Act laid down that local authorities may not, without 
the approval of the Treasury, borrow money otherwise than from the Public 
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Works Loan Commissioners, except as provided in Exemption Regulations 
made by the Treasury. As a corollary to this radical change, the previous 
restriction of P.W.L.B. loans to the smaller authorities was, of course, with- 
drawn. The exemptions of the authorities from the new constraint allowed 
subject to the general control of capital issues—the issue of new securities to 
provide for the redemption of existing stock, and borrowings on mortgage, 
provided that this outside finance did not exceed prescribed “ ceilings ". These 
‘ceilings ’’ were fixed for each authority at the maximum amount of such 
finance outstanding during the pertod 1939-45. The general controls have 
not permitted local authorities to borrow on mortgages for shorter periods 
than seven years. 

The broad effect of these arrangements upon the pre-war pattern of finance 
has been to swing the requirements that formerly were met through the first 
TABLE II 
RATES CHARGED BY THE PUBLIC WORKS LOAN BOARD, 1919-45 

AND 
YIELDS ON 3 PER CENT. LOCAL LOANS STOCK 
(Per cent.) 


Date of Yield on Date of Yield on 
change in P.W.L.B. Local Loans Stock change in P.W.L.B. Local Loans Stock 
rate charge (end of year) rate charge (end of year) 

1919, Aug. 53 1932, Mar. .. 43 

Nov. b } Oct. { 34 
1920, Nov. 64 6 1933, Apr. 3% 35 
1921, Aug. 6 54 1934, Mar. 33 
1922, Apr. 53 Oct. 33 

Oct. 5 Fi | Nov. 33 3 
1923, May 43 4% 1937, Mar. 3h 
1925, Dec. 5 13 Aug. 32 33 
1929, Oct. 54 13 1939, Jan. 33 
1930, Mar. 5 Apr. 36 

Sept. 4% May 4 3% 

Nov. +3 +3 1940, Nov. 33 33 
1931, July 13 1941, Apr. 34 

Aug. 43 Nov. 3} 34 

Oct. 5 1945 34 3 

Dec. 54] 5 

NoTe.—Rates charged for loans of over 30 years (except those for housing) were } per cent. 


above the rates shown. 


channel into the third channel—from the market to the P.W.L.B.—leaving 
the second channel relatively unaffected. Thus, almost the only corporation 
stocks that have been issued on the market in the post-war years have been 
those in replacement of existing stocks, so that the volume of stocks quoted 
has shrunk very considerably. Reference to the lists of quoted stocks of 
county councils, corporations and public boards shows that in April, 1952, 
the amounts outstanding were about £140 millions, £270 millions and {£141 
millions respectively. 

The huge scale upon which the P.W.L.B. source of finance has been tapped 
is clearly shown in Table I. Over the six and a half years to March 31 last 
(the latest date for which figures are available) the Board made new advances 
totalling no less than £1,645 millions, of which £402 millions was made in the 
latest year. During this period the Board’s total outstanding loans rose 
from £1,415 to {1,817 millions. At the same time, as Table IV indicates, the 
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local authorities’ indebtedness to other lenders remains substantial. Complete 
figures for these borrowings are not available for the smaller authorities, 
though the figures in the table account for about three-quarters of all local 
authorities’ borrowing. The available figures indicate that, for the year 
1949-50, roughly 20 per cent. of new loans raised by local authorities in England 
and Wales were from other lenders than the P.W.L.B. As Table IV shows. 
net borrowings from these other sources seem to have been virtually confined 
to the Jarger authorities. 


P.W.L.B. INTEREST RATE PoLicy 
A second change effected by the Act of 1945 was generally regarded at 
the time as of relatively small importance, but has since had significant and 
unforeseen results. A change was made in the way in which the Treasury 
could raise the money it lent to the authorities through the agency of the 
Public Works Loan Board. No longer were the loans to be tied to specitic 
issues Of Local Loans stock. Instead, the Treasury was given power (though 


TABLE III 
RATES CHARGED BY PUBLIC WORKS LOAN BOARD, 1945-52 
AND 
YIELDS ON GILT-EDGED SECURITIES * 
(Per cent.) 
Date of Loans Loans Loans Loans Loans 
changes In for Gult- for Crilt- for Crilt for Crilt- for (rilt 
rates | 5 years edged 6-10 edged rr-15 edged 16-30 edged over 30 cdged 
charged or less Yield* years Yield* | years Yield* years Yield* years Yield* 
May, 1946 13 17 2} 2} 2} 2} 2} 23 23 24 
Aug. 13, 1947 2} 3 23 3 3 
Jan., 1948 2 2} 3 23 3 3 3 3 3 3 
Nov., 1949 13 2} 34 33 33 
‘Tat ad > > 3 3 3 } 
Nov., 195! 2 2 3, 33 3. 34 34 4 34 
= . > 3 1 1 1 ’ 
I eb., IQ52 -4 24 34 44 33 + +4 +4 44 +4 
* The yields shown in each case are those on gilt-edged securities of a comparable life. 


was not obliged) to draw from the Consolidated Fund (or Exchequer), and 
for this purpose to borrow in any of the ways authorized by the National 
Loans Act. Krom that moment the incomings of the Local Loans Fund lost 
their identity in the anonymity of Exchequer issues (because the Exchequer 
is the repository both of Budget surpluses and of Treasury borrowings). The 
Treasury has acted on this authority, and the change in procedure has had 
important effects upon the interest rate policy it prescribes for the P.W.L.B. 

When the Act was passed it was intended to adapt the old criterion to the 
new procedure by keeping the P.W.L.B. lending rates, by changes from time 
to time, approximately in line with the rates the Treasury would itself have to 
pay for borrowings on the market for similar periods. The loosening of the 
link, however, undoubtedly prepared the way for the divorce of P.W.L.B. 
rates from market rates that occurred after the collapse of the Daltonian drive 
for ultra-cheap money. Dr. Dalton, having reduced the rates at the time of 
his campaign, abstained from raising them when gilt-edged prices plunged; 
and, although Sir Stafford Cripps, in 1948, belatedly brought them more nearly 
into line, thereafter both he and Mr. Gaitskell refused to follow the rise in 
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market rates further. During 1951 especially, as Table IIT shows, the gap 
again became very wide-—until Mr. Butler extinguished it after his first increase 
in Bank rate. 

In consequence, under this post-war svstem, the local authorities have 
enjoyed two kinds of concealed subsidy. Even the strongest among them 
could not have commanded, by ordinary borrowings on the market, rates 
quite so fine as those available to the British Government itself, and the weaker 
authorities would, of course, have had to pay appreciably more than the 
stronger ones; none of these local authority issues ever carries a Government 
guarantee. Some degree of subsidy is present in P.W.L.B. loans even if the 
rates charged are strictly in line with the yields on British Government stock. 
The fact that the P.W.L.B. rates have been below, and frequently much below, 
TABLE IV 


GROSS LOAN DEBT OF LOCAL AUTHORITIES, 1948-50 
(£ millions} 


Local 
Stock P.W.L.B. | Mort- (Housing) | Other Internal , Banks | Totalt 
Advances | vages sonds Loans | Advances | 
All major*® Local | 
Authorities: 
Outstanding at 
March 31 | | 
Ig4s.. 114 135 251 2 14 143 iI 1,003 
1949... {04 200 253 2 50 | 141 | 5 1,064 
[Qg50. .. 3Q1 295 250 2 32 138 15 | I,131 
Change: 
[945 to 1949 —10 65 2 “12 - 2 +4 +O] 
PO49 TO TQ50 s 4 - OS {> 24 a - | O07 
Sample of Non- 
county Boroughs 
and Urban I[)is- 
trict Councils: 
Outstanding at | 
March 31 
1945... ae [93 [15 I + | 20 | 7 362 
1949 .. 15 208 119 I 3 27 7 141 
LQ50 rs 337 rts i 3 25 © 593 
Change: 
1945 to 1949 75 | +t I - I ~ 2 / | ag 
1949 to 1950 - 69 4 — - 2 | — 1 | -+ 62 
NotTEe.-—The sample of Non-County Boroughs and Urban District Councils consists of about a 


third of these types of local authorities. 

* County Councils (including the L.C.C.), County Boroughs and Metropolitan Boroughs. 

r Figures may not add exactly to totals because of rounding. 
these yields, has therefore added a second slice of subsidy. Of the £1,045 
millions advanced for varying periods by the P.W.L.B. in the six years to 
March last, no less than 89 per cent. was provided at rates of 3 per cent. or 
less, and the average rate was £2 I9s. 7d. per cent. 

If further proof were needed that the terms and conditions of these advances 
had been consistently favourable to the local authorities, it would surely be 
found in the alacrity with which many loans were taken up. Indeed, at one 
time, there is no doubt that some authorities were actually making an interest 
‘turn’ at the expense of the P.W.L.B. (and the taxpayer). As soon as the 
departmental consent and, where necessary, the consent of the Treasury under 
the Control of Borrowing Order, 1947, had been granted, together with the 
P.W.L.B.’s assurance that the money would be available, these authorities 
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would draw the full amount of the loan irrespective of whether it could imme- 
diately be utilzed—and would then reinvest the proceeds temporarily at the 
higher yields obtainable on the market. It is difficult to know precisely how 
widespread such practices were; but they were sufficient to provoke a warning 
letter from the Minister of Health to the authorities in 1949, and certain more 
specific steps to tighten up the procedure. 

Needless to say, by far the greater part of local authority borrowings 
some £2,500 millions from all sources since the war—have been for housing. 
Of the loans obtained through the Public Works Loan Board, housing has 
accounted for 77 per cent. and education for 7 per cent.; the remainder has 
been distributed over such purposes as public health, roads and_ bridges, 
water services and land drainage schemes. 

It is, of course, this preponderance of housing that gives this whole question 
of P.W.L.B. facilities—and especially the question of the rates at which it 
lends—so high a political content. This was most apparent last year when 
Mr. Butler brought the Board rates again into line with the market. It is 
true that he was merely following the traditional principle that had been 
specifically re-affirmed by Sir Stafford Cripps in 1948; but since the adjust- 
ment had to comprise not only the gap that had been allowed to arise since 
then but also the further rise in market rates resulting from Mr. Butler's 
monetary policy, the movement of P.W.L.B. rates in November, 1951, was 
particularly sharp. As Table III] shows, the increase then, for the longest 
loans, was from 3 to 3? per cent., and early this year there was a further 
increase, to 4} per cent. This cutting down of one ingredient in the concealed 
subsidy that local authorities had enjoyed in 1949-51 was, however, partially 
made good, so far as housing finance was concerned, by an increase in the 
housing subsidy. This was raised early this year from {22 a year to £35 12s. od. 
a year. It should be noted that, although this compensatory adjustment of 
subsidies ensured that the rise in P.W.L.B. rates would not have an impact 
on rents for local authority houses, it did not afford corresponding relief to 
local authority finances, since part of the housing subsidy falls to be provided 
out of local rates. As the proportion to be borne upon the rate fund remained 
at 25 per cent., the effect of the increase in subsidy to £35 12s. od. was to 
increase the annual charge upon the rates from £5 10s. od. to £8 18s. od. per 
house. 

DROPPING THE COMPULSION 

When the 1945 Act was first proposed, no time limit. was prescribed for 
Section 1 (the prohibition of borrowings outside the P.W.L.B.) although it 
was stated that an undertaking had been given to the authorities that the 
whole position would be reviewed four years after the end of the war. This 
did not satisfy the critics and, after considerable pressure, it was agreed to 
insert a definite limit to that Section, namely, December 31, 1950, ‘‘ unless 
Parliament otherwise determines’. It has since been renewed through the 
medium of the Expiring Laws Continuance Acts, but this year’s Bill omits 
the renewal, with the result that, after December 31, 1952, local authorities 
will no longer be compelled to borrow through the P.W.L.B. Local authority 
borrowing has had a good run under the protective wing of the Board. It is 
not yet being exposed to the test of the open market, but notice has been 
served that it is in that direction that those responsible for its arrangement 
ought to be looking. 
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Finance for Films 
I—The Changing Scene 
By J. E. Hartshorn 


T may not be very long before the City is invited to accept once more some 
of the financial risks and rewards of British film production that have been 
assumed by the State during the past four years—since the last slump in 
the industry. In its annual report this autumn, the producers’ trade associa- 
tion was able to be confident: “It is... clear that British film production, 
which for the last three years showed a downward curve, is now rising again ”’, 
The National Film Finance Corporation, which since 1949 has backed produc- 
tion to the tune of some £6 millions of public money, reported this year that 
agreements ensuring extra proceeds for the producers had 
made it possible to invest end money (?.e. visk capital) with profit, provided 
the investment is spread over a fairly large number of films and provided an 
arrangement is made for setting off losses against profits. 
Mr. J. Arthur Rank, still the dominating figure in the whole cinema business, 
is known to have believed privately for some time that after April, 1954, when 
the State’s finance corporation for films completes its five-year term, its assis- 
tance may no longer be required; and he has recently given some public 
evidence of his view by announcing that his own organization, from early 
next year, will resume production of films entirely from its own resources. 
Investors or institutions invited to resume the investment of risk capital 
in films—as distinct from granting loan finance against guarantees, which 
has never been interrupted—may be forgiven some hesitation. Are British 
films worth backing again ? Have the conditions that brought about disasters 
in 1937 and 1948 been banished ? Consideration of these questions requires 
some outline of the intricacies of the film industry and the cinema trade and 
of the changes brought about in their commercial processes in recent years— 
largely by Government intervention—before a general assessment can be 
made of the prospects that may affect the future of British film production. 


PATTERN OF THE INDUSTRY 

Any ABC of the film business has to start at Z, at the box-office, the final 
market where the money is spent, and where, on the face of it, the profits 
are made. From the elaborate statistical records that the Board of Trade 
has begun to compile in recent years, it is now possible to obtain a clear outline 
of the way in which the whole structure worked in 1950—and that year, 
conveniently enough, was the last one before the industry’s ordinary commercial 
operations were considerably affected by the last bout of Government interven- 
tion. (The National Film Finance Corporation was operating during 1950, 
but it was then filling a gap in the commercial structure rather than modifying 
he whole effect of commercial operations.) 

Every day of the year in 1950, except Christmas Day and Good Friday, 
about 3.8 million people in Britain responded to the trade’s exhortation “ Let's 
go to the pictures ’’. They paid, on average, about 1s. 7d. each for admission, 
a total of {105.4 millions during the year, which was some 60 per cent. of the 
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whole public's aggregate expenditure on entertainment. For the whole popu- 
lation, visits to the cinema worked out at about one per head per fortnight. 
About one person in five did not go at all; but the cinemas depended essentially 
upon the 38 per cent. of people who went twice a week or more, since these 
made up just over half of all audiences. 

This massive audience—nearly 1,400 million people a year—saw films in 
about 4,600 cinemas, containing just over four million seats. With three 
shows a day, that left on average two out of three seats empty throughout the 
cinemas’ business hours; on Sunday, if the cinema was open, it had at most 
two shows, but a rather higher level of attendance generally brought box- 
office receipts up to the weekday average. The cinemas varied in size from 
less than 200 seats to more than 4,000, with a national average of about goo. 
Since the larger cinemas are usually better placed, show “ first-run ’’ pictures, 
and charge more per seat, they command a larger proportion of the total box- 
office receipts than of the total seating capacity. About 80 per cent. of the 
cinemas with more than 1,500 seats were controlled by the seven largest 
“circuits ’’ of cinemas. The three largest circuits, Odeon and Gaumont- 
British (associated with the Rank Organization) and the ABC circuit (controlled 
by the Associated British Picture Corporation, Ltd.) owned about 20 per cent. 
of the cinemas and a third of the country’s total seating capacity. 

To attract these patrons the cinemas required probably 250 or more “‘ first 
feature ’ films a year. Each of the three major circuits required a new pro- 
gramme each week, which means 156 “ first features ’’ a year; allowing for 
competitors, and for the large number of cinemas that change their programmes 
more often than once a week, that number has to be increased (apart from the 
fact that the trade’s booking arrangements “ bar ’’ the showing of each feature 
film by competing cinemas in the neighbourhood at the same time or imme- 
diately after). In 1950, according to official “‘ quota’ records, about 70 per 
cent. of the “ first features ‘’ shown were American and less than 30 per cent. 
were British; of the supporting programmes about 78 per cent. were American 
and only 22 per cent. British. 


THE PROCEEDS OF FILM-MAKING 

How was the £105 million turnover of this trade shared ? Three claimants 
within the trade had to be paid: the exhibitor who operates the cinema; the 
distributor or renter who arranges for the “ striking’ of prints of the film, 
for its distribution to and between cinemas, and for most of the publicity; 
and, finally, the producer who made the film (in Britain or abroad). But 
ahead of these three claimants came another: the Customs and Excise, which 
collected in Entertainments Duty no less than £37 millions of the gross takings. 
Of the net takings—about £68 millions—the exhibitor had contracted to pay 
a given percentage in “ film hire ’’ for each programme he showed: this pro- 
portion varied for different programmes, but averaged about 35 per cent., 
leaving the exhibitor about £44 millions to cover his operating costs and make 
a profit. Of the £24 millions paid in film hire about £17 millions was for 
foreign films, mainly, of course, American, and about £7 millions for British 
films. Distribution expenses would total about {25 millions for foreign films 
and about {800,000 for British, and the 
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renter’s share ’’ of the remainder 
would be about £3.3 millions for foreign and £1.4 millions for British. The 
producers, at the end of the queue, received about £154 millions—the foreign 
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producers some {11 millions (or as much of that as they were permitted to 
remit in their own currency) and the British producers about 443 millions. 

This residual share in film takings was not, however, the whole income 
of the British film producers for 1950. They also sold certain films outright to 
renters, instead of making the usual distribution contract for a percentage ot 
the gross film hire; these outright sales brought in about ¢100,000. And as 
their shares of overseas income from distribution abroad, they received morc 
than £2} millions—thus belying the general belief until recently that earnings 
of British films in many markets abroad hardly covered the costs of export. 
According to the latest figures of the Board of Trade, British film production 
in 1950 had a total income of some £7 millions. 

What were the producers’ costs in 1950? These costs cannot, of course, be 
directly related to earnings in anything but the broadest sense; income in 
1950 was being received on films generally made earlier, and in some Cases 

FILMS IN BRITAIN : PROCEEDS OF EXHIBITION, DISTRIBUTION AND 
PRODUCTION, 1950 


(4 millions) 





Gross box-office receipts ; 105.2 
Entertainments Duty wa i i os rs 37.2 
Net box-office receipts 65.0 
Exhibitors’ share r if = - os s 44.5 
Total film hire - a - - - 5 5 23-5 
ot which: 
Foreign films— 
Distribution expenses —.. ¥ a ‘2 ee 2.5 
Renters’ share - ia Fn id oa = 2<3 
Producers’ final receipts .. “ ad 4 - O.9 
Io 
British films 
Distribution expenses s 
Renters’ share a $i sc oh — a lef 
Producers’ final receipts a _ os kn on 5 
Oa 
British producers’ share (as above is ee 4.5 
Films sold outright - os om 
Producers’ shares of distribution overseas os 7 «3 
{ 


Total amount received by British producers 


very much earlier. Nevertheless, it is on the broad comparison between 
income and spending in any one year that the course, and the continuance, 
of production may depend. In 1950, according to the statistics, film-making 
in Britain cost the producers {7.8 millions. As a group, the producers were 
spending nearly a million pounds a year more than they earned—and {3 
millions more than they earned from the home market; and this was during 
a period when the volume of production was diminishing. To look morte 
closely at the fortunes of films being made during the period, one may note 
the comment of the National Film Finance Corporation in March, 1951, that, 
of 26 ‘‘ first features ’’ that had been out long enough for reasonable estimates 
to be made, only 12 were likely eventually to make profits and only two were 
likely to recover their production costs from the British market alone; even 
with nearly half these films likely to make profits, total takings would be 
substantially less than total costs. 
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ls film production, then, inherently unbusinesslike in its attitude to costs ? 
During certain boom periods it has been, no doubt; and it suffered, too, from 
attempts to stretch its limited resources of creative talent too far. But by 
1949-50, under bitter economic pressure, considerable attention was being 
paid to the cutting of film production costs, and some economies were being 
achieved. The whole process of producing—and indeed of financing—film 
production is not really comparable to other industries. The two large vertical 
combines, Rank and Associated British, can guarantee adequate showings for 
productions made in their own studios, though they cannot guarantee the 
reaction of audiences. The large studio-owning companies with a distribution 
link and perhaps some alliance with a circuit can probably arrange distribution 
that will certainly bring back the bulk of their investment on an average 
tlm. But a large proportion of production is made in hired studios by indepen- 
dent producers who rely on borrowing most of the money for their films. 

With a little money, of his own or privately borrowed, a producer first 
selects a subject and prepares a script and submits this to a distributor. If 
this renter approves the plan he may guarantee a percentage of the budgeted 
cost, within a given period of delivery, on the basis of the distribution and 
showing that he can arrange. The producer borrows that percentage from 
the bank on the security of the distribution guarantee—this is the “ front 
money ’’ that becomes the first charge on the producer’s receipts. This sum 
seldom exceeds 80 per cent. of the total budget. So the producer has to induce 
another backer to put up “‘ end money '’—risk capital that can be repaid only 
if the film earns more than the distributor has guaranteed and the bank has 
lent. A financial guarantee of completion—security that the film will in fact 
be finished within the budgeted cost—may also have to be obtained at a fee, 
as well as insurance. All of these backers rank for repayment before the 
producer himself; he naturally pays fixed interest to the bank, but will 
normally have to pay a share of profits as well as interest to the distributor 
and to the provider of ““ end money ” (which in recent years has often been the 
N.F.F.C.) and perhaps also to the completion guarantor, in addition to the fee. 

Having raised the money, the producer hires studio space and makes the 
film. In spite of the imitative “ cycles ’ of subjects that are followed, and in 
spite of the star system that provides some kind of assurance against vagaries 
of public taste, every film is a new venture, artistic and commercial, of which 
the appeal is not much more predictable than that of a novel. It is a co- 
operative effort making considerable demands upon a fairly large number of 
artists of different kinds, and it is a process with an inevitably high proportion 
of trial and error. When part is to be filmed on location, production is almost 
completely vulnerable to weather. Film production would be inherently 
risky even if the home market offered a film a good chance of recouping its 
cost—which is seldom less than about {£100,000-150,000 for a “‘ first feature ’’. 
When bitter experience demonstrated that only exceptional films had such a 
chance, it was not surprising that private financiers left the N.F.F.C. to provide 
“end money "’ for most independent productions. 

Between 1950 and the present time, that situation has been transformed. 


The British film producer is now operating in conditions in which total receipts 


trom films produced independently, with backing by the N.F.F.C., should 


exceed total costs by about 15 per cent.—to take one sample quoted in the 
State corporation's 1951-52 report. ‘“‘ Group” production of a series of films 
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has become a reasonably hopeful venture. A considerable streamlining of 


productive activities, under the prodding of the N.F.F.C., has done something 
to curtail costs. But the most significant factor in this transformation has 
been another result of Government intervention—the Eady plan. 

Probably no other Government action has had such an effect upon the 
industry since the original Quota Act of 1927, which first established protection 
for British production by requiring exhibitors to devote a certain percentage 
of their screen time to films counting as British. The N.F.F.C. itself was an 
official stopgap—and an effective one—inserted into the normal structure of 
the industry to replace private sources of money that had been withdrawn. 
The Eady plan, devised by Sir Wilfrid Eady towards the end of his service at 
the Treasury, made certain slight concessions in Entertainments Duty, and 
thereby brought about a marginal but, as it proved, highly significant change 
in the producers’ share of the total proceeds of the cinema trade. 

The method was to allow an increase in seat prices without an automatic 
increase in the graduated scale of duty, and to siphon off part of the money 
that this left in the hands of exhibitors by a levy of a farthing on every seat 
sold. This levy was to be paid into a fund to assist British film production: 
at the end of each quarter it was to be distributed in the form of a percentage 
on the gross earnings of British films exhibited during the period (with the 
exception of cert un fixed payments made for such purposes as the production 
of special children’s films). The levy was voluntary, being based on an under- 
taking given by the exhibitors’ trade association. It began to be paid in 1950, 
though ‘Gintiowtions were not made until the beginning of 1951. At a farthing 
a seat it was expected to bring in about £1} millions for the producers, and in 
fact brought in slightly over a million pounds. In 1951 the scale was increased, 
by another increase in prices of which the Treasury allowed exhibitors and 
producers to retain about half; with this amended levy of a farthing on cheaper 
seats and ?d. on all others, and with the slight increase on film hire as a per- 
centage of the exhibitors’ slightly larger takings, the producers were expected 
to receive about £3? millions a year more than the #7 millions odd that they 
earned through normal trade channels in 1950. In fact, in the first year since 
the increase in the levy, the fund certainly collected about £3 millions. This 
seems to have lifted film production as a w hole out of the red, though it cannot 
extinguish the risks inherent in this part of the entertainment business. 

The Eady scheme has been sharply criticized, chiefly on the grounds that 
it distorts the normal commercial return that the ordinary workings of an 
established trade allot to one element in it—a small, already protected home 
industry to which much Government money has been lent that may never 
come back. But it has at least, for the present, succeeded in its stated purpose. 
And if it were counted as permanent, and other circumstances in the film trade 
were to remain equal, investment in film production might well be judged 
worth the consideration of the investor prepared to accept the high risks, and 
the occasional high rewards, of backing it. But the prospects of the Eadv 
scheme, and indeed of the whole cinema trade in the short-term future, require 
further examination if the perspective is to be obtained. A concluding article 
will fill out the picture by tracing the trends of admissions and of cinema 
profits, the complicated internal politics of the industry, and the attitude of the 
Government to British films and to dollars for American ones. 
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The Problem of Credit for Exports 


The growing demand in export markets for longer and bigger credit facilities 
yaises difficult problems of policy for the British exchange control, and difficult 
problems of technique and finance for exporters and financial institutions. Thts 
article 1s concerned mainly with the réle that could be played by the Export Credits 
Guarantee Department in the search for a solution. 

Mr. Treasure describes the post-war activities of the Department, and shows how 
its insurance facilities are related to the provision of finance; a separate contribution, 
from a Special Correspondent, examines the merits and weaknesses of E.C.G.D. 
policies as security for lenders.—ED. 





I— The Role ot the Export Credits Guarantee 
Department 


By J. A. P. Treasure 


OWARDS the end of July this year the Chancellor of the Exchequer 
announced that the Government would “‘ moderate ’’ the exchange control 
over the terms of credits for the finance of British exports and “‘ widen ' 
the facilities available to exporters under the Export Credits Guarantee Act 
“so as to help to make our export ofters competitive ’. There is still some 
doubt about what these promises meant; but 1t now seems clear that no 
formal or general change was envisaged—either in the practice of exchange 
control or in the working of the Export Credits Guarantee Department. All 
that has happened, apparently, is that the Exchange Control authorities, while 
still judging every proposition on its merits, are prepared in principle to look 
with rather more favour than hitherto upon the granting of longer credits— 
extending, in appropriate cases, beyond two years—by exporters trading in 
some important markets overseas. So far as the Export Credits Guarantee 
Department is concerned, it is clear that the widening of facilities mentioned 
by the Chancellor referred, not to any impending change in its powers or 
policy, but simply to the prospect that the easing of exchange control would 
be likely to lead to some increase in the demand made upon the Department 
for insurance for somewhat longer credits for exports to certain markets. 
These measures are welcome, but they touch only the fringe of the problem. 
and do nothing to provide the actual finance for credits to overseas buyers. 
Especially since the resurgence of German and Japanese competition in export 
markets, and the offer of liberal credit facilities by these and other of Britain’s 
competitors, the need for more extensive medium and long-term credits fer 
British exports has seemed increasingly apparent—notably, of course, to 
exporters of capital goods. The problem is clearly an important one, and 
various possible solutions have been mooted unofficially. Obviously, the 
E.C.G.D. would be intimately affected by any major extension of British 
export credits, however achieved; but it cannot be assumed, as some people 
are prone to assume, that the Department as at present constituted could 
itself furnish the solution. It is as important to recognize the limitations upon 
its scope as it is to acknowledge the important work that it has done and may 
increasingly do. Any study of the problem of export credits is therefore best 
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prefaced by a brief glance at the nature and progress of the E.C.G.D. itself. 

It is a Government department that dates from I91g.* After a few years 
of experiment and failure, it was reorganized in 1926 on more or less the same 
lines as at present, and from 1926 to 1939 it grew rapidly both in size and in 
reputation. During this period the nature of its operations changed consider- 
ably; but the basic character of its function remained the same, namely, to 
vive guarantees to exporters, in return for a premium, in respect of specific 
occurrences that might involve the exporters in losses on their exports. 

Three main lines of pre-war development may be distinguished. First, 
there was some widening of the nature of the short-term credit risks against 
which the Department was prepared to insure, notably the extension, first 
offered in 1935, of cover to the “ political ’ or “ transfer ’ risk—the risk that 
a foreign buyer, though solvent and willing to pay, might be prevented from 
meeting his commitments by the action of his government. Secondly, from 
1932 onwards the Department developed the practice of requiring exporters 
to insure the whole of their export turnover, whereas previously they had 
been free to follow a selective policy and to insure only their less sound business. 
Thirdly, in 1928 the Department began to extend its operations to insurance 
of medium-term credits, since the sale of capital goods to foreign buyers on 
terms of two to four years became increasingly important. 

Throughout this phase the Department was shaping its business—in the 
acceptance of risks and determination of the appropriate premiums to be 
charged—more or less on commercial lines; it was acting, in effect, as a 
nationalized insurance company. This its, in fact, still true of most of its 
transactions; but there is one large, special class of transactions to which 
strictly commercial principles are not necessarily applied. In 1939, the 
.C.G.D. was given the power by Section 1 (2) of the Overseas Trade Guarantees 
Act to insure transactions up to a limit of £60 millions without first obtaining 
the approval of its Advisory Council. This Council, which in one form or 
another has been in existence from the outset, is mainly composed of bankers 
and business men who consider applications from exporters for cover on purely 
commercial grounds. By side-stepping this Council, the 1939 Act enabled 
the E.C.G.D. to accept business that was regarded as in the national interest 
(for instance, the export of military equipment to Eastern Europe in the early 
vears of the war), but inat did not satisfy ordinary commercial principles. 
The introduction of this “ Special Guarantees “’ Scheme meant that a clear 
distinction could be drawn between the commercial and non-commercial 
operations of the Department. 

The outbreak of war in 1939 naturally gave rise to an increased demand 
for insurance and for new types of cover. In 1940, the war risk—that is, the 
risk that the war might prevent exporters from receiving payment for goods 
shipped by them—and the pre-shipment risk—that is, the risk that an order 
from a foreign buyer might be cancelled or inoperative by the time the goods 
were ready for shipment—were added to the cover offered by the Department. 
[n early 1942, the “commodity transfer ’’ risk was also included, covering 
loss due to the cancellation or non-renewal of an export licence by the British 
Government. In the early phase of the war, these extensions and the increas* 





* Anyone who seeks a more detailed account of its pre-war working than need be given here 
will find it in the authoritative survey by Sir Frank Nixon, its first Comptroller-General, pub- 
lished in THE BANKER for February, 1939. 
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in the risks of export business led to a considerable expansion of the E.C.G.D.'s 
turnover, despite the decline in the total of British exports. The value of 
voods insured by the Department rose from £50 millions in 1938-39 to £108 
millions in 1g41-42. But after the introduction of Lend-Lease in March, 1941, 
and the ee a steep decline in exports, the demand for the services of 
the E.C.G.D. decreased considerably. 

The post-war export drive quickly restored the business of the E.C.G.D. 
Indeed, since the war its role in Britain’s export trade has become much more 
significant than it was before the war. As the following figures show, the pro- 
portion of British exports that are insured by the Department is much greater 
than in pre-war days: 


Fiscal Year: 1035-y 1y45-0 logo-7 TO47-5) 1Yy4S-Q 1049-50 1G50-1 1951-2 
Commercial Guarantees given by j 
K.C.G.D. (£ millions).. “a 50 72 349) [SO 280 362 166 599 
liabilities incurred by E.C.G.1). 
/ millions) ot ims os 1g 34 O7 Q5 155 Lag 252 322 


In addition, guarantees given for non-commercial transactions (the Special 
(;uarantees) amounted in 1951-52 to about £65 millions. 

These figures may be compared with the expansion of British exports by 
some 450 per cent. by value and by about 82 per cent. by volume between 
1938 and 1951. It may seem surprising that exporters should have wished to 
purchase export credit insurance on such a scale in a period that, until recently, 
has been one of sellers’ markets. It would appear that the demand for insurance 
was stimulated by the sale ‘s campaign of the Department itself, by the existence 
of the ‘ political’ or ‘‘ transfer’ risk in certain markets such as Brazil and 
the Argentine, and by the fact that the commercial banks, in a period of 
unusually high prices for raw materials, were frequently not prepared to 
iinance the exporters unless they insured themselves with the E.C.G.D. 

The main feature of the Special Guarantees Scheme since the war has been 
the development of special facilities to assist the dollar drive. To encourage 
exporters to expand their sales in dollar markets, the E.C.G.D. has developed 
a number of special policies whereby exporters can insure themselves against 
holding in the United States, Canada and, since October, 1952, in dollar markets 
in Latin America. The distinctive feature of these risks is that they are all 
pre-contractual. In addition, under what are known as Joint Venture policies, 
the dollar exporter can, if he wishes, insure the whole gamut of his dollar export 
business, from the purchase of raw materials to the final sale of the goods, for 
a ney of four years, at the end of which any net loss will be partly met by the 
.C.G.D., and any net profits will be retained entirely by the exporter. These 
spe “cial dollar market facilities were introduced under the Special Guarantees 
scheme because they were experimental, but, in fact, they have proved so far 
to be commercially sound propositions. Under these special policies the 
exporter is not bound to insure also his trade with non-dollar countries. 

Since the war, therefore, the E.C.G.D. has shown great energy and enter- 
prise in building up its business and in introducing facilities to cover not only 
credit risks as such but also pre-contractual risks and the long-term risk of loss 
associated with the whole range of business activity in one “particular export 
market. So far the eseniaeae has managed to do all these things and still 
show a handsome surplus each year, so that in February, 1952, the total 
accumulated surplus amounted to nearly £74 millions, and there is reason to 
believe that it has increased since that date. This profitable trading has 
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occurred, of course, during the phase of sellers’ markets and of world-wide 
inflation; the conditions of the phase of buyers’ markets will be more exacting, 
so that the rdJe of the Department may become even more important. 

Among the more important of the changes now taking place is the demand 
for longer export credits. The post-war development of the E.C.G.D. outlined 
above has related almost exclusively to insurance of short-term business. 
Medium-term business so far has been relatively unimportant in the post-war 
period, since the sale of exports on terms of credit longer than six months has 
been infrequent. Even capital goods have often been sold on short credit, 
and during the phase of most intensive demand they were sometimes paid for 
before they were even manufactured; in most cases, a large down-payment 
was made with the order. 

In recent months, however, it has become increasingly apparent that 
buyers in many overseas markets may be unable to continue to purchase 
British goods unless they secure more liberal credit facilities from the exporter. 
From what has been said of the nature of the E.C.G.D.’s activities, it should 
be apparent that the Department, as at present constituted, cannot of itself 
provide a solution for this problem; it cannot and does not actually provide 
money for the exporter either of consumer or of capital goods. All that it does 
is to provide the exporter with a guarantee that is backed by the financial 
resources of the State and is therefore usually of considerable help to the 
exporter in his efforts to obtain bank accommodation or other outside finance. 

Nor does the recent statement by the Chancellor of the Exchequer, quoted 
at the outset of this article, portend any change in this working of the Depart- 
ment, as distinct from the Exchange Control. Since 1945, the policy of the 
Exchange Control authorities appears to have been to limit export credits to 
two years. All proposals for credits longer than six months for overseas 
buyers outside the sterling area have had to be submitted to these authorities 
for their approval, and credit periods in excess of two years have been allowed 
only if the circumstances were exceptional—and only, of course, for capital 
goods. Even then, the authorities have generally insisted upon payment of 
half the purchase price within six months of delivery. Now it appears that, 
as a result of the Chancellor’s directive and of discussions between the Exchange 
Control and the Government departments concerned (including the E.C.G.D.), 
a more flexible policy is being adopted; it is believed that, in appropriate cases, 
the Exchange Control authorities are now prepared to sanction credits for the 
export of capital goods to desirable markets for periods as long as three years, 
and, in special circumstances, conceivably for four or even five years. 

It would be wrong to regard these developments—the working of which 
has not, in any case, yet been tested—as making any material change in the 
policy or attitude of the E.C.G.D. That Department has all along been both 
able and willing to entertain any applications from exporters for insurance of 
medium-term transactions if the business did not contravene the exchange 
control. But, until recently, propositions of this kind have been largely con- 
fined to exports to the sterling area, which have never been subject to this 
control. The fact that the Department has been inactive in the insurance 
of medium-term exports to other markets does not mean that it has been 
unwilling to give its guarantee, but simply that the demand for such cover 
has been restricted by the policy of the exchange control of ordinarily refusing 
to permit credit periods in excess of two years. 
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The reasons for this attitude of the Exchange Control are defensible and 
well known. It would be folly for Britain to launch into a general extension 
of lengthy credits for exports (whether with or without the aid of the E.C.G.D.) 
at a time when the balance of payments is in a highly delicate condition. 
Indeed, the special tightening-up last spring of control over all forms of external 
credits was everywhere recognized as reasonable and necessary in the circum- 
stances of acute danger to the gold reserves. But now the danger to the 
reserves 18 somewhat less pressing—or, rather, 1t is presenting itself in a 
different form. This new danger is the threat to British exports, which arises 
partly from the offer of liberal credits by Britain’s competitors. It has to be 
recognized that the refusal to give foreigners extended credit may involve 
Britain in the loss of desirable export markets—in South America, for example— 
that may be difficult, if not impossible, to recover later on. Unless the more 
difficult competitive conditions now encountered, and the liberal credits offered 
by competitors, can be regarded as only temporary (and it would be dangerously 
optimistic to assume that this is so), Britain may have no alternative except 
to move towards its competitors’ terms, at least in the most vital markets con- 
cerned. Ina short-run emergency it may sometimes be better not to sell at 
all than to sell on credit; but in the long run, Britain must sell. 

Obviously, the basic problem has not been solved by the recent relaxation 
in policy, however interpreted. And even if the attitude of the exchange 
control proves to have been substantially liberalized, so that medium-term 
credits are permissible and insurance facilities are available at the E.C.G.D., 
the exporter of capital goods will still face the problem of securing the necessary 
finance. Before the war it was widely believed that the facilities offered by 
the commercial banks were not sufficient for this purpose. The reports of 
several committees in the inter-war period, including the Macmillan Committee, 
drew attention to the lack of adequate medium and long term credits for 
British exporters. Some trade interests, and some City interests, too, are 
convinced that this gap still exists; they believe that there is need for special 
machinery to supplement the facilities afforded by the normal banking 
mechanism. Among these advocates of new devices are Mr. A. P. Good, a 
well-known industrialist, and Mr. J. T. L. Dove, the managing director of the 
Credit Insurance Association Ltd., who have suggested that a new, specialized 
institution should be formed to “ cash medium- and long-term export credits, 
when guaranteed by the Export Credits Guarantee Department, so that the 
manufacturer can pay his way’. Another suggestion_is that the merchant 
banks should set up a joint subsidiary company specifically to provide medium- 
term financial accommodation for exporters. 

A further, more radical, suggestion is that the Export Credits Guarantee 
Department should itself provide the actual cash for exporters. A mechanism, 
known as the “‘Acquisition of Guaranteed Securities Fund ’’, which was set up 
by Section 4 of the Overseas Trade Guarantees Act, 1939, already exists that 
could be used for this purpose. Under this Section, as confirmed by Section 3 
(2) of the Export Guarantees Act, 1949, the Treasury can issue to the Board 
of Trade out of the Consolidated Fund such sums as the Board of Trade may 
require to purchase guaranteed securities. Clearly, the E.C.G.D. could, by 
guaranteeing a promissory note drawn by a foreign buyer, use this mechanism 
to provide British exporters with finance if they have been unable to secure 
due facilities through the normal banking mechanism. It is highly unlikely, 
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however, that the Fund would be used in this way; it would mean an extension 
of the activities of the Department from insurance to banking—a development 
that would hardly be regarded with approval by the banking fraternity, and 
would, in any case, be contrary to the present trend of economic policy. 

The conclusion to be drawn from this review seems clear enough. The 
Export Credits Guarantee Department is at present facing perhaps the most 
difficult problem that it has yet encountered. In the field of short-term credits, 
the test of deflation and buyers’ markets has still to be felt over the big volume 
of business and the wide range of risks it now covers. In the field of medium- 
term export credits, the rdle that the Department should play in a period of 
strain upon the balance of payments 1s still indeterminate; it will depend not 
only upon the attitude of the exchange control but also upon the channels 
through which the finance is provided for such medium-term credits as the 
control permits. It seems probable, however, that, whatever the actual 
volume of medium-term business, the proportion of it that seeks E.C.G.D. 
cover will be even larger than the growing proportion of normal short-term 
credits that is insured through the Department. For the rest, the problem of 
the provision of finance deserves further study. But it cannot yet be taken for 
eranted that the normal facilities of the joint stock banks and the merchant 
bankers will not meet the need—given, first, a green light at the exchange 
control and, secondly, the knowledge that the E.C.G.D. is prepared to extend 
its insurance cover for all business that satisfies proper commercial tests. 


W—The E.C.G.D. Policy as a Lender's Security 
By a Correspondent 


MANUFACTURERS and merchants have learned by experience that they are 
more likely to get credit facilities against their export bills if these are backed 
by a policy issued by the Export Credits Guarantee Department. As they 
also find that E.C.G.D. cover often means that the banks will lend at least 
! per cent. cheaper than they would otherwise do, it is not surprising that the 
Department has done an increasing amount of business in the post-war years 
of high exports. 

Before considering what cover 1s, in fact, given by E.C.G.D. policies it will 
be as well to keep in mind that they all have one gap, in that they do not cover 
the risk that the buyer may refuse (1) to accept the exporter’s bill (if this be 
drawn for a term) or (2) to pay a bill drawn at sight. A moment’s thought will 
show that this important exception is reasonable; but exporters, and even 
lenders, often let it disappear into the back of their minds. Less easily over- 
looked is the fact that these policies leave uncovered a margin of 10 to 15 per 
cent. of the value of the risks they insure. Even when one has allowed for 
these omissions, it is safe to say that enquiry would show that there are among 
bankers some doubts, and certainly marked differences of opinion, about the 
value of E.C.G.D. policies as cover for a lender. 

The Department has devised two methods whereby the rights under its 
policies can be assigned by the assured. The first involves the completion by 
the exporter of “‘ Form 85’, in duplicate. This is a letter addressed to the 
Department authorizing it to pay, “as hereunder set out’’, direct to the 
exporter’s bank any moneys that may become payable under the policy “ in 
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respect of the undermentioned Bills of Exchange or C.A.D. [cash against 
documents, transaction(s) '’, and to accept that bank’s receipt in full discharge. 
This authority is expressed as irrevocable without the bank’s consent. There 
then follow on the form the particulars of the transactions involved and, below 
these, the signatures of exporter and banker. The document has to be for- 
warded to the Department by the bank, to whom the duplicate is returned 
‘duly acknowledged ”’. 

In this acknowledgment the banker is brought face to face with a defect 
in his cover. It is common for an exporter to arrange with the Department 
credit limits for each of the various buyers with whom he is doing insured 
business, but there may be instances where he will spread his bills on the 
same drawee over two or more discounting bankers. Should that prove to 
have happened, and if a valid claim arises under the policy, the total amount 
payable by the Department will be allocated and paid in the order in which 
the relative unpaid shipments were made. In such circumstances the amount 
payable “ is liable to be affected by the existence of debts owing by the buyer(s) 
in respect of prior shipments’. A lending banker will therefore be wise to 
ask his customer what other commitments, if any, have already been under- 
taken in connection with buyers named on the Form 85; for the answer to 
such a question will sometimes reveal what amounts to a prior charge. 

The Form 85 procedure is used where an exporter wishes to leave himself 
free to obtain facilities from more than one banker; it is an assignment of 
particular items. The exporter who wants to assign to one lender all moneys 
becoming payable under his policy will make use of “ Form 8&6,” a global 
document and therefore free from the risk of other lenders’ interests. 

Whether the banker is the assignee under Form 85 or Form 86, there are 
two considerations that he must keep in mind if advances are being made 
against a continuous series of transactions: first, that the value of the assign- 
ment depends on the conditions of a policy that may contain limiting clauses, 
and, secondly, that policies have expiry dates. It follows that, before lending, 
a banker should examine the policy for any unusual reservations and also 
diarize its renewal date. When a fresh policy becomes due, it 1s normal, 
because of the pressure of work in the Department, to find that it is not ready 
and may not be available for some weeks. Meanwhile, the exporter will desire 
further advances and the banker will in practice be forced to protect himself 
as best he can by enquiring from the Department how (if at all) the conditions 
of the new policy differ from those of the old. A further point arises from 
these assignments: where the assignor is a limited hability company, should 
the assignment be registered under S. 95 (2) of the Companies Act, 1948, as 
‘a charge on book debts of the company ”’? So far, it seems, no liquidator 
in a winding up has brought this question before the courts, but more than 
one bank has taken legal advice, and the pundits lean to the opinion that no 
registration 1s called for. 

Often enough, where a banker has full confidence in his customer and the 
relevant bills are expected to be satisfactory, no assignment is taken; the 
lender contents himself with an assurance that the exporter is keeping his 
transactions properly covered with the Department. Every now and again 
something will happen to give rise to a claim and a subsequent payment, and 
the trusty customer will then hand to the banker whatever is due to him on 
the unpaid bill. Unfortunately, even where an assignment is taken, recent 
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experience has shown that the assignee may be defeated by a modification 
made to a policy during its currency. There have been several examples of 
this flaw. Not long ago an instance was provided by bills on Brazil. For 
many years the Brazilian authorities have prevented drawees from paying 
their bills at once in foreign currency, the legalized arrangement being that a 
drawee gets hold of the documents by paying the cruzeiro equivalent of the 
relative bill and giving an undertaking to make good any loss in exchange 
that may take place before the foreign currency allotment is made to him by 
the Banco do Brasil. Insured transactions proceeded fairly satisfactorily on 
this basis until one day the Export Credits Guarantee Department announced 
that, before entertaining a claim in respect of delayed sterling settlement, it 
would require production of a letter from the collecting bank in Brazil con- 
firming that an application for an exchange control permit had in fact been 
made. But not every collecting bank may be willing to give such a confirma- 
tion—in fact, one has flatly refused to do so. 

Many exporters feel that the Department’s amendment of a current policy 
is contrary to the implication behind the acceptance of an agreed premium; 
the position is equally unsatisfactory for the banker who is relying on E.C.G.D. 
cover. It appears that every bank office that has taken an assignment under 
the global Form 86 receives notification of these alterations of condition, but 
that it is found impossible to advise all the bank assignees under Form 85. 
This means that where Form 86 is held, a policy amendment is, at least, a 
warning to the banker about the financing of future shipments, even though 
it may remove protection hitherto enjoyed by transactions still in operation, 
but where cover is through Form 85, a banker may go on lending in ignorance 
of the fact that the cover has been narrowed. For practical purposes he must 
rely on his customer to warn him, but he must always expect that some concerns 
will ignore cyclostyled letters from Government departments. 

There the matter rests at the moment. But it is clear that—unless foreign 
countries stop bringing in sudden modifications of their control regulations— 
the Export Credits Guarantee Department must find some way of not jolting 
their policyholders’ carefully packed apple-carts. 
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More Light on Life Assurance 


By a Correspondent 


HROUGHOUT the post-war years the life offices, together with the 

large number of privately-administered pension schemes, have constt- 

tuted by far the largest medium of personal savings. But the lay observer 
often (and not surprisingly) has only a hazy idea of how large this volume 
of saving—and especially the ‘““ boom” in pensions business—has been. He 
does not now suffer from any lack of information. The annual returns of new 
business published by the leading offices in the early weeks of each year (and 
fully analysed in THE BANKER each March) and the fuller (but very tardy) 
statistics published by the Board of Trade have lately been supplemented by 
annual figures published by the Life Offices’ Association and the Associated 
Scottish Life Offices. The recent appearance of these latter figures, for 1951, 
makes this a convenient opportunity to survey the whole field in perspective; 
for such a survey can now take place under better light than ever before. 

It should be emphasized, however, that none of the sets of figures now 
published is comprehensive—and there are many traps. Changes in the com- 
position of the business and the rise to popularity of new types of contract 
have limited the usefulness of the statutory information given under the 
Schedules to the Assurance Companies Act, 1909. The practice of the different 
offices in their treatment of certain classes of business in their returns varies 
considerably; for example, at least one office includes notional new sums 
assured under deferred annuity contracts (in connection with staff pension 
schemes) in its return of new life assurance business, whereas most offices 
report this important class separately. The new business figures for life 
assurance contracts tell only part of the story; policies are continuously going 
off the books through the payment of death claims and the maturity of endow- 
ment assurance policies, and by lapse or surrender through inability to maintain 
payment of the premiums. Under staff pension schemes there is a constant 
movement of members in both directions; employees leave and are replaced. 
The figures given by the Life Offices’ Association and the Associated Scottish 
Life Offices for ‘““ new’ pension business represent new entrants only; they 
do not take into account refunds to those withdrawing from schemes, who 
may or may not subsequently enter another scheme. Because of all these 
factors new business figures should be interpreted with-caution. They are a 
useful guide to the progress of individual offices in a competitive market, and, 
in the aggregate, to the popular demand for life assurance (both individual and 
under schemes), and for annuities under schemes. The growth of the business 
can, however, best be measured by reference to the annual premium income 
and the rate of expansion of the funds. 

The first of these measures is shown in Table I; this table lists, for each year 
since the war, the aggregate premium income of British offices both at home and 
overseas and of foreign (all Commonwealth registered) offices in the United 
Kingdom. Estimated single premiums for annuities are shown separately; 
they are not ascertainable with complete accuracy. The offices comprise, for 
both ordinary and industrial life assurance, composite and specialist life 
assurance proprietary companies, mutual offices and friendly societies (which 
enjoy taxation privileges but are subject to restrictions on the scope of their 
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investments and on the maximum amount that they may assure on any onc 
life). In interpreting these figures, it should be emphasized that the difference 
between “ ordinary ”’ and “ industrial’ life assurance has become blurred in 
recent years. Traditionally, industrial life assurance has been a field of working- 
class saving—often saving for funeral expenses; industrial life assurance 
premiums are collected by employees of the office at the home of the assured 
at weekly, fortnightly or four-weekly intervals, whereas ordinary life premiums 
“re collected through the post or by banker’s order, often annually. Although 
the minimum sum assured under ordinary life contracts is still usually about 
f100, industrial life policies are now often effected for several times this sum. 
The Prudential, which last year brought into line the rights of the ordinary 
and industrial policyholders to participate in the profits of their respective 
branches, took an important step forward in reducing the difference between 
two kinds of life assurance. The question of whether a policy is effected through 

TABLE | 

LIFE ASSURANCE AND ANNUITY INCOME 

(4 millions) 

Life Assurance and Deterred Annuities 


Year \nnuities (a) —_—_—_—_— ———_——— — 
Ordinary (/) Industrial Total 
1945 13 11g gd 217 
1940 21 33 1O3 23! 
1947 27 154 Li2 26% 
Lg45 25 171 120 291 
1949 23 157 [24 311 
1950 23 206 125 334 
195! 25 232 (Cc) 133 305 (0) 


(a) Estimated single payments for immediate lite annuities and for “ split” 
annuities (i.e. annuities-certain for a given period followed bv a deterred annuity until 


death). 
(6) Including estimated annual premiums under deterred annuity contracts. 


(c) Estimated. 

Sources: Returns to the Board of Trade under the Assurance Companies Act, I9g90u 
Industrial Assurance Statistical Survey. 
the ordinary or the industrial branch is now largely a question of meeting 
the policyholder’s convenience regarding the collection of premiums—which 
must inevitably be more costly when made by frequent personal calls at the 
policyholder’s home than when premiums are collected less frequently through 
the post. 


[t will be seen trom the table that premium income ts rising much more 


rapidly in the ordinary than in the industrial branch. There are several 
reasons for this. The most important 1s the very large volume of new business 
connected with life assurance and pension schemes transacted during the last 
few years. Industrial life assurance expansion, on the other hand, has been 
retarded by the disturbing influence of the Labour Party's mutualization 
proposals; the volume of new industrial business has also been affected by 
the restrictions imposed on the issue of certain types of policy when the death 
benefit under National Insurance was introduced. 

The other measure of the rate of growth of business is the annual increase 
in the funds; this is the best indicator of the contribution made by life -assur- 
ance (including annuities) to personal savings. The relevant figures are shown 
in Table II. This table excludes Dominion offices (which receive about 6 per 
cent. of the total premiums included in Table I), as no information is available 
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regarding the funds held by them as reserves against their United Kingdom 
liabilities. It includes, however, the overseas life and annuity assets of the 
United Kingdom registered offices (all in the ordinary branch); these may 
amount to 10 per cent. of the total ordinary life funds. There is no reason to 
expect any material slackening in the rate of growth of the funds—even i, 
as seems probable, there is a check this year to the expansion of new business 
other than that under staff schemes. 

Within the framework of the business as a whole, two trends stand out. 
The first, and by far the most important, is the rapidly increasing importance 
of annuity business. The other, which stems from the same source, 1s the 
increase in ‘‘ scheme ”’ life assurance business relative to individual business. 
Table III shows the extent to which annuity business has grown in those 
offices that lead in this field; the Legal and General is outstanding, then the 
Standard Life, Equitable Life and the Eagle Star. It must be noted that the 
fizures for the majority of the offices included in the table are out of date (for 
the Commercial Union by four years) and thus almost certainly understate 
the present proportion of annuity business. 

TABLE [1] 
LIFE ANNUITY AND CAPITAL REDEMPTION FUNDS OF BRITISH ASSURERS 


(£ millions) 


Year Ordinary Industrial Total + Increase in year 
1945 1,304" O43 1,Q47* — 

1Q40 Fe. > iy ig (92 2,co0* 122* 
1Q47 1,401 7 37 2,195 129 

LO45 1,550 732 2,338 140 

IG49 1,055 S21 2,479 141 

iQ50 1,766 SOH2 2 628 149 

gst 1,887" SQ 2 2297" 151* 


* Estimated. 
+ excluding paid-up capital and reserve funds held against investment depreciation 

and other habilities such as funds held against outstandiny claims. 

Ieferred annuities issued in connection with staff pension schemes represent 
not inconsiderable hostages to fortune by the life offices. They are, as Mr. 
W. F. Gardner, the new President of the Institute of Actuaries, pointed out in 
his recent Presidential address, the longest term business undertaken by life 
offices; and it is impossible to hedge against loss from changes in the rate of 
interest tothe extent that is practicable in business where the mean term of the 
liabilities is shorter. The trend of annuitants’ mortality continues to move 
against the offices, even though the mortality of pensions under pension 
schemes will possibly prove to be heavier than that of other annuitants. The 
amount of future pension payable to a given person is unknown; it will depend 
on future increments in salary and on the extent of future inflation. For these 
reasons the offices have become steadily less willing to guarantee to undertake 
future business under existing staff pension schemes at current rates of premium. 
A possible safeguard to the offices against any adverse trends in the future rates 
of interest and mortality would be to transact staff pension business on a parti- 
cipating basis—charging a higher rate of premium, and relying on the bonus to 
absorb any adverse developments and passing on the benefit of favourable 
experience to the policyholders. This type of contract is better known in 
America than here; the Prudential, however, started to transact group 
pension business on a participating basis in this country last year. 

The extent and rate of growth of pension scheme business is shown clearly 
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by the statistics for the last three years published by the Life Offices’ Associa- 
tion and the Associated Scottish Life Offices (this information cannot be 
obtained from official statistics). Out of total annual premiums for the offices 
making returns to the Associations (64 out of 70 United Kingdom and II out 
of 13 Commonwealth offices transacting new business 1n the United Kingdom), 
of £182.5 millions in 1949, £200.6 millions in 1950 and £226.7 millions in 1951, 
(28.6 millions, £33.7 millions and {41.8 millions respectively relate to group 
pension business; in addition, a considerable premium income arises under 


pension schemes secured by individual deferred annuity contracts, the extent 


of which is not known. Nearly one-fifth of last year’s annual premiums was, 
The margin of profit on this competitive 
class of business 1s likely to remain narrow; the offices have, however, now 


therefore. for deferred annuities. 


Tasce III 


LEADING OFFICES IN| ANNUITY BUSINESS (INCLUDING ANNUITTIES-CERTAIN 


Immediate Annuity Deferred Annuity Percentage 


Date of Liabilities Liabilities | of total 
last Total ~ —------- liabilities 
Compan: actuarial habilities Percentage Percentage | represented 
valuation {mount of total Amount of total | by annuity 
liabilities liabilities liabilities 
Dec. 31 Jinn, fmn. fmn. 
Commercial Union 1947 35.4 2.9 S.2 :.3 9.4 17.6 
Scottish Widows’ 1948 {1.6 ‘4 7.3 5.3 12.8 20.3 
Atlas 1949 23.1 ee 24.7 4.5 20.5 45.5 
Equity and Law 1949 O.1 it.7 38.9 1.0 t.2 ee 
friends’ Provident and Century 1949 5.0 7.0 28. 3.9 15. 43.6 | 
North British and Mercantile .. | 19490 46.9 3 2.2 S.I [7.3 258.4 
Standard - 1949 72.8 12.5 () 17.2 (/ 50.1 45.3 58.5 | 
Scottish Ainicable : ; | 1950 24230 ae Es.0 0.0 20.1 40.0 
Kagle Star 1951 10.7 Ov! 15.0 17.1 42.1 7.0 
Equitable Life .. ; 195! 22.6 We 20.5 5.4 F.2 55.0 
Legal and Genera! 195! | gar.2 25.1 ( 17.1 () 73.9 51.6 68.7 (b 
London Life IQ5I 29.7 2.9 Q.I S.1 «oe 36.4 
Prudential (a 1g5t 239.7 IIl.0O tf 39.8 16.6 21.2 


(a} Excluding industrial life business. () Estimated. 


had a quarter of a century’s experience of it and there is no reason to suppose 
that they are not satisfied that it is being transacted on a sound basis. Group 
pension business has one great advantage: it can be administered at an overall 
cost of about 5 per cent. of the premiums, which is no more than a third of the 
expense ratio of many offices for life assurance business. Management expenses 
for pension schemes are therefore going to be a far less serious problem in a 
future inflation than are schemes for individual life assurance contracts. 

One other major problem thrown up by the growth of staff pension schemes 
deserves consideration. The mobility of labour is likely to be impeded by the 
widespread adoption of funded pension schemes unless the accrued pension 
rights of employees are fully protected on transfer from one employer to 
another. At present nearly all employees withdrawing from a pension scheme 
opt for a return of contributions (which is normally on a generous basis), 
although they usually have the right to receive a reduced “ paid up ”’ pension 

which is actuarially a better bargain—or to continue contributions volun- 
tarily. Co-operation between the life offices in making withdrawal rights under 
pension schemes more flexible and the education of employees in the advantage 
of taking a paid-up pension instead of a return of contributions (which 1s 
usually spent on receipt) would go far towards solving this problem—the 
magnitude of which is shown by the payment last year by the life offices of 






WL 


as 
ins 
Th 
fur 
the 
life 
(po 
cha 
tO 
red 


Aus 
men 
the 
Aust 
that 
prod 
‘| 
CTrIS1: 
Japa 
tO Sé 
outst 
outc 
figur 
LA 5. 
show 
from 
p> 


T 
coupl 
to Ca 
has c 
previ 
I and 
Minis 
for a 
froun 
excha 
goods 


* Othe: 














MORE LIGHT ON LIFE ASSURANCE 36/7 


early £545 millions in refund of group pension contributions, to employees 
<iiteinientine from schemes, genet rally on a change of employment. 

The advantage to the individuals concerned, the life offices and the economy 
as a Whole of retaining these withdrawal benefits in the hands of the life offices 
instead of allowing them to be paid out to the employee would be material. 
The best way of preventing the spending of accrued pension contributions re- 
funded to employees seceding from staff pension schemes might be to retain 
their withdrawal benefit compulsorily in the form of a paid-up pension. The 
life offices might set up a body to administer all the small paid-up pensions 
(possibly payable under several different schemes where a man has frequently 
changed his employment) so that only one periodical payment would be made 
to the pensioner—thereby saving much duplication of effort and materially 
reducing the total cost of administration. 





International Banking Review* 


Australia 

HE Prime Minister, Mr. Menzies, has expressed the opinion that the country 

needs relatively larger overseas reserves than most other countries as an 

insurance against crop failure, drought, flood and other seasonal difficulties. 
Australia would also have to encourage industrial as well as agricultural develop- 
ment. It was advisable to strive for such a variety in production that a fal! in 
the price of wheat, wool or any other single commodity would not at once involve 
Australia in serious national and international difficulties. Mr. Menzies predicted 
that one day Australia would also become a very large exporter of manufactured 
products. 

The import restrictions imposed in March to meet the external payments 
crisis have been modified for imported goods originating outside the dollar and 
Japanese monetary areas. From the beginning of 1953, traders will not be required 
to set off against their current quotas goods imported on contracts that were 
outstanding when the March cuts were announced. The change of policy is the 
outcome of a marked improvement in the balance of payments. Visible trade 
figures for October showed a surplus of £A 40 millions, compared with a deficit of 
(A 54.3 millions in the corresponding month of 1951, whilst latest official figures 
show that gold and foreign exchange reserves have risen by £30 millions sterling 
from the low point of about £300 millions sterling touched earlier this year. 

Proposed changes in Australian banking legislation are discussed on page 316. 


Canada 

The seasonal decline in the demand for Canadian dollars on trade account, 
coupled with the repatriation of hot money transferred from the United States 
to Canada in fhe period immediately preceding the American Presidential elections, 
has caused a severe reaction in the Canadian dollar, the premium of 4 per cent. 
eneny shown over the United States dollar having been reduced to between 
1 and 2 per cent. Prior to the decline in the value of the Canadian dollar, the 
Minister of Fi inance, Mr. Abbott, had rejected requests by Canadian industrialists 
for a reduction in the Canadian dollar to parity with the U.S. dollar on the 
grounds that such action would be inflationary. He conceded that the high 
exchange value of the Canadian dollar had impeded the sale of some Canadian 
goods, but argue ed that to force the Canadian dollar down the Government would 





’”, 


, On pages 313-318. 


* Other current international banking news is discussed in “ A Banker's Diary 











368 THE BANKER 





have to invest extensively in American currency. As there was no idle cash available 
for this purpose in the Federal Treasury, it would either mean heavier taxation or 
substantial borrowing from the public. The Minister added that under current 
conditions the wisest course was to allow buyers and sellers of Canadian funds to 
determine the value of the dollar rather than to have it decided by a few experts. 


Ceylon 


Under an agreement concluded with the British Government, a sum of {9.4 
millions will be transferred from the Dominion’s blocked account to its freely 
available No. 1 account. This sum is to be held as a currency reserve, and Ceylon 
has undertaken not to draw upon it without prior consultation with the United 
Kingdom authorities. 


France 


Official trade returns for the first nine months of 1952 reveal a severe deteriora- 
tion in the balance of payments with all the principal monetary areas, due mainly 
to a shrinkage in the volume of exports. The deficit with the dollar area is shown 
at KFrs. 130,000 millions compared with Irs. 76,500 millions in the same period 
of 1951. While imports increased from Irs. 166,704 millions to Irs. 189,306 millions 
between the two periods, exports fell from Irs. 90,213 millions to Irs. 59,069 
millions. The deficit with the sterling area increased to I'rs. 222,000 millions from 
Irs. 188,000 millions in the period from January to September, 1951. The per- 

















REA BROTHERS LIMITED 


(Inc. Walter H. Salomon & Co.) 


ESTD. 19]9 


Merchant Bankers 
KINGS HOUSE, ; 


36-37 KING STREET, E.C.2 


Telephone: MONarch 7454 (7 lines) Telegrams : WALSA, CENT. 
MONarch 4033 (3 lines) 





























sis 
CO! 
sid 
CO) 


of 
Th 
int 


In 

cut 
ATe 
pre 


duc 
the 
cen 
add 


loss 
sale 
the 
ES | 
fore 
hav 
per 


ban 
func 
Stat 
sted 
of | 
mai 
the 

larg 


| 
of p 
item 
appa 
been 

A 
vear: 
peak 
for t 
years 
but < 












INTERNATIONAL BANKING REVIEW  %69 








sistent fall in exports, despite the help received from special subsidies, is causing 
considerable concern. The disparity between French and foreign prices is con- 
sidered to be the main cause, with increased German competition as an important 
contributory factor. 

The Government’s draft Budget proposals for 1953 provide for total expenditure 
of Frs. 3,804,000 millions, compared with the 1952 figure of Frs. 3,583,000 millions. 
The Prime Minister has stated that he does not intend to increase taxation, but 
intends to cover the additional outlay by tightening fiscal controls. 

Tax reform measures introduced by the Government provide for a reduction 
in Income tax of 10 per cent., the present maximum rate of 60-65 per cent. being 
cut to 50 per cent. At the same time, the existing turnover and production taxes 
are to be merged in a flat-rate tax equivalent to 20 per cent. of the price of each 
product, with lower rates for essential foodstuffs and services. 


Germany 


As a further measure to assist the export drive, the Federal Cabinet has intro- 
duced into Parliament a bill increasing the tax rebate on export orders. Under 
the proposed scheme, the tax allowance on finished goods will be raised to 43 per 
cent. from the present level of 3 per cent. The cost to the Exchequer of this 
additional subsidy is estimated at Dm. 500 millions. 

To enable German exporters to protect themselves against foreign exchange 
losses arising from sales to Brazil, the German central bank has authorized forward 
sales of Brazilian currency to German banks. Initial rates were 3.65 cruzeiros to 
the mark for exporters and 3.70 for importers, equivalent to a discount of some 
13 per cent. on the official rate. It 1s estimated that owing to the change in the 
foreign exchange-rate arrangements relating to sales to Brazil, German exporters 
have so far incurred losses amounting to some Dm. 70 millions. Of this, about 30 
per cent. is believed to be recoverable from the Hermes Risk Insurance Corporation. 

The Government has approved the bill setting up a federal bank (Bundesnoten- 
bank) to replace the Bank of the German States which has hitherto carried out the 
functions of a central bank. 

Steps are being taken to establish a new bank for managing the finances of 
State-owned industrial enterprises such as the Volkswagen plant and the Watten- 
stedt iron and steel works. The new institution, which will have an initial capital 
of Dm. ro millions, will also provide credit facilities for shipbuilding. One of the 
main reasons for the Government’s decision is said to be the wide differences in 
the financial status of different State-owned enterprises. Whilst some firms have 
large credit balances, others have to meet heavy interest costs on bank overdrafts. 


India 


The policy of restricting imports in order to eliminate the deficit in the balance 
of payments has been carried a stage further with the temporary banning of 61 
items. Cycles and accessories, earthenware, porcelain, wireless sets and similar 
apparatus have been banned until the end of 1952, while severe restrictions have 
been placed on imports of cars and sewing-machines. 

A Government survey estimates the total of business investment in the five 
vears since the end of British rule at the equivalent of £300 millions sterling. The 
peak year was 1948, with a total investment of {94 millions. Last year, the lowest 
for the period, the figure was £45 millions. Of the total investment over the five 
vears, only about {19 millions is estimated to have been of foreign origin. Al] 
but about 5 per cent. of foreign investment was on account of British enterprises, 
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Israel 


The foreign currency budget for the year to June 30, 1953, provides in its fina] 
form for a balance of income and expenditure at $305 millions. After allowing 
for the change in the value of Israel’s currency during the past year, this appears 
to be at about the same level as in 1951-52. Of total spendings, some $62 millions 
is being devoted to food imports, and a similar sum to the purchase of fuel and 
industrial raw materials. Most of the remainder will be used for purchasing 
capital goods. Of the year’s income, a sum of some $72 millions is expected to 
come from the United States Grant-in-Aid and $65 millions from the first instal- 
ment of German reparations. 

Arrangements for purchases of goods from Western Germany under the repara- 
tions agreement recently concluded with that country involve the setting up of a 
special purchasing company with headquarters in Israel and a branch office in 
the German Federal Republic. The company will be controlled by a special 
Government committee which will be assisted by a planning commission. [unds 
received from the sale of reparation goods in Israel will accrue to the Government 
and not to the company. 

The Government has agreed to release all blocked accounts belonging to Arab 
refugees, as well as securities and other valuables held in safe deposits in Israel! 
banks. The accounts will be released in stages, depending upon the availability of 
foreign currency. But a first payment of {I 11 millions is to be made forthwith. 
Barclays Bank has undertaken to act for the refugees in carrying out the necessary 
transfer operations. 


Italy 


The Foreign Trade Minister has disclosed that the gap between visible imports 
and exports during the first eight months of this year was very nearly double that 
for the corresponding period of last year at the equivalent of {230 millions. Import 
outlays were 7 per cent. higher, while earnings from exports showed a drop of 
14 per cent. The Minister declared that the deficit would be covered in part by 
using the proceeds of invisible exports and in part by drawing on the large credits 
which Italy had built up in many countries during recent years. He also stated 
that the Government was not considering the adoption of restrictions on imports 
or the provision of export subsidies. He held that the best approach to present 
Italian difficulties in the export field would be to undertake negotiations with 
those Governments that had adopted import restrictions affecting Italian trade. 
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Japan 

The foreign exchange budget for the half-year to March 31, 1953, provides 
for a balance of receipts and expenditure at $1,681 millions. This is an increase 
of some $250 millions on the figure for the preceding half-year. 

The Minister for International Trade and Industry has announced that the 
new Government intends to adopt a vigorous policy of rationalization in the heavy 
goods and chemical industries. It will also place less emphasis on fiscal and banking 
policy. The new policy will be implemented by using official foreign exchange 
reserves to pay for the importation of modern machinery and by using Government 
domestic funds for financing the rationalization of key industrial enterprises. 
The Minister also stated that plans are being considered for stimulating foreign 
investment in Japan. No restrictions will be allowed to prevent foreigners from 
taking part in the management and control of Japanese concerns through the 
purchase of securities, except that the Government will oppose the full or majority 
control by foreigners of public utility, banking and key industrial enterprises. 
The Government also intends to help industrial concerns to increase their capital 
by reducing interest rates and modifying taxes. 


Netherlands 

The President of the Netherlands Bank has asserted that, although the country 
now has a substantial surplus on its balance of payments, it cannot revert to 
currency convertibility on its own. 

The Government has made adjustments in foreign exchange control policy 
with a view to remedying Holland’s “ extreme ”’ creditor position in the E.P.U. 
Tourist allowances have been raised by 50 per cent. to Fls. 600 per annum, while 
allowances for the export of capital by emigrants have been raised to an average 
level of FIs. 1,500 per head. It has also been decided to unfreeze capital accounts 
of non-residents (other than those of Dutch nationality) until the beginning of 1953. 


New Zealand 

The Prime Minister has forecast that the Murupara Pulp and Paper Project 
will become New Zealand’s fourth great industry. The capital sum required is 
estimated at {15 millions, of which £7 millions or less will be drawn from overseas. 
To meet the initial cost of the work, it is proposed to raise {4.4 millions in New 
Zealand, £3.3 millions in the United Kingdom, {0.3 million in Australia, £0.9 
million in Canada, £1.8 millions in the U.S. and {0.9 million in Switzerland and 
Sweden. The industry will be developed by a company with an initial capital of 
{6 millions. Of this sum, the Dominion Government will subscribe {1 million. 

In a review of the country’s external payments, the Prime Minister indicated 
that the Dominion would probably be in balance with the rest of the world by the 
end of June, 1953. 


South Africa 
The Finance Minister, Mr. Havenga, has asserted that the world-wide scarcity 
of capital will compel South Africa to adopt a more cautious policy towards future 
development and to shelve undertakings which can stand over without serious 
detriment to the public interest. He added, however, that he was confident that 
south Africa would be able to attract enough capital from overseas to finance 
essential development. It was hoped that the International Bank would grant 
the Union a further loan. Swiss banks were willing to extend the gold loan they 
made last year, which is due to be repaid in January, 1953, but it was not considered 
in the interests of South Africa to renew the loan. 
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The Prime Minister, Dr. Malan, has explained the recent statement by the 
Minister for Economic Affairs that it would be necessary to tighten import control 
measures. He has pointed out that as the Union had not yet secured a higher price 
for gold, present price tendencies indicated that it could not in the immediate 
future count upon an increase in foreign exchange earnings through higher prices 
for primary products, nor could it expect increased currency earnings through an 
expansion in the volume of exports. On the other hand, the country’s import 
requirements continued to grow. 

Exchange-control procedure relating to exports of diamonds has been revised. 
Henceforth, South African exporters must dispose of at least 40 per cent. of their 
sales, including sales to the sterling area, for dollars. Previously, exporters were 
allowed to accept sterling in full payment for exports to the United Kingdom 
and other sterling countries. ‘ 


Sweden 


The Government has announced the abolition of export duties on timber pulp 
and paper. Duties were first introduced after the outbreak of the war in lxorea, 
partly to neutralize inflationary pressures which were expected to be generated 
in Sweden by the rise in the world prices of these products. 


Switzerland 


An arrangement has been concluded between the International Bank for 
kteconstruction and Development and a group of Swiss banks providing for the 
raising of a loan of Swiss Frs. 50 millions on the Swiss capital market. The loan 
takes the form of a ro-vear bond, carrying an interest rate of 35 per cent. 


United States 


The Government has announced an intensive campaign to encourage private 
investment in thirty-five countries which it is trying to develop under President 
Truman’s “ Point Four’ programme. It aims at encouraging the establishment 
of conditions favourable to the investment of both local and foreign capital, to 
bring together investors and investment opportunities and to gather background 
information for foreign investors. All United States missions in the foreign coun- 
tries concerned have been told that the success of “ Point Four ” depends in large 
measure on private capital. 
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Appointments and Retirements 





Bank of Scotland’s New Treasurer 


Mr. J. B. Crawford, who became Treasurer of the Bank of Scotland in 1942, has retired after 
nearly 50 years’ service with the bank. He has been succeeded by Mr. William Watson, a director 
of the bank since 1944. Mr. Watson has held a number of other important directorships, including 
the Standard Life Assurance Company (vice-chairman) and severai investment trusts, but is 
now relinquishing all except those of the Bank of Scotland and the Standard Life Assurance 
Company. 

Barclays Bank— Manchester, Local Head Office: Mr. A. Leonard, from Cross St., to be a local 
director. Kensington, Melburv Court: Mr. H. fF. Shenton, from Oxford Circus, to be manager. 
Blyth: Mr. C. W. N. Trueman from Newcastle upon Tyne, Byker, re-appointed manager. Bolton, 
Market St., Horwich and Bolton, Daubhill: Mr. %. W. A. McMahon, from Corn St., Bristol, to be 
manager. Brackley: Mr. K. R. Gardner, from Lechlade, to be manager. Cambridge, St. Andrew's 
St.: Mr. P. N. J]. Hopkins, from Ripon, to be manager. Lechlade: Mr. T. C. Hawes, from 
Charlbury, to be manager. Lichfield: Mr. R. F. Dodd, from Nuneaton, to be manager. Lymington: 
Mr. J. E. H. Rrown, from Oid Bank, Lewes, to be manager. Mazschester, Cross St.: Mr. W. E. 
Taylor, from Horwich and Daubhill, Bolton, to be manager. Masham: Mr. F. C. Walker, 
from Harrogate, to be manager. Newcastle upon Tyne, Byker: Mr. J. S. Dodds, from Blyth, to 
be manager. Plymouth, Armada Way: Mr. IX. McLaren, from Plymouth, Mutley Plain and 
Plympton, to be manager. Ripon: Mr. G. Makin, from Masham, to be manager. Slough: Mr. 
J. E. Taylor, from Slough Trading Estate, to be manager. Slough Trading Fstate: Mr. K. O. 
Percy, from Guildford, to be manager. Winchester: Mr. G. S. Course, from Lymington, to be 
manager. 

Lloyds Bank--Head Ojfice: Mr. J. H. Partridge, an-assistant general manager, has retired to 
become executive director of Lloyds & National Provincial Foreign Bank (Belgium), S.A. 
Overseas Dept.: Mr. S. A. C. Bartlett to be a manager's assistant; Mr. L. J. Cowdery to assist 
the New York representative. Beaminster: Mr. P. J. Hunnisett, from Edenbridge, to be manager. 
Blandford: Mr. F. S. Redston, from Cricklade, to be manager on retirement of Mr. R. W. Ryall. 
Canterbury: Mr. H. N. E. Spencer, from Malvern, to be manager on retirement of Mr. H. B. 
Jones, M.C. Coulsdon: Mr. L. G, Poston, from Old Bond St., W., to be manager. Cricklade: Mr. 
C. I*. Vowles, from Marlborough, to be manager. Gosport: Mr. Ik. Tew, an inspector, to be manager 
on retirement of Mr. G. B. Everest. Hove, Town Hall: Mr. L. C. Brett, from Coulsdon, to be 
manager. Lee-on-the-Solent: Mr. A. K. Lang to be manager. Paignion: Mr. E. D. S. Jennings, 
from Deal, to be manager. Sandwich: Mr. L. G. Hopkins to be manager. Teignmouth: Mr. 
C. W. McDougall, from Exeter, to be manager in succession to the late Mr. S. T. Rudge. Torquay: 
Mr. S. A. Dearlove, from Paignton, to be manager on retirement of Mr. F. D. Barnard. 
Martins Bank. —Blackburn, kanam: Mr. W. Walsh to be manager on Mr. F. Haslam’s retirement. 
Midland Bank-—--Head Office: Mr. EE. L.. Clark to be a district staff superintendent; Mr. E. H. 
Proctor, from Eastcheap, and Mr. N. Cuthill, from West Bromwich, to be superintendents of 
branches. London, Cornhill: Mr. C. D. Lawrence, from Threadneedle St., to be manager on 
retirement of Mr. W. A. Teakle. Helston: Mr. H. W. Inward, from Drake’s Circus, Plymouth, 
to be manager. Llandudno, Craigvdon: Mr. J. T. Evans, from Rhyl, to be manager on retirement 
of Mr. E. P. Jones. Penarth: Mr. Ik. L. Davies, from Ellesmere, to be manager. Teignmouth: 
Mr. H. D. Haddon, from Baldwin St., Bristol, to be manager on retirement of Mr. W. Ie. Withers. 
National Provincial Bank—Lord Rockley has been appointed a director. Head Office: Mr. 
H. V. Flather, a joint general manager, has retired. Bedford Row: Mr. J. C. Wood, from Muswell 
Hill, to be manager. Fast Finchley: Mr. G. C. Kraushaar, from East Finchley, to be manager on 
retirement ot Mr. P. E. Willington. Muswell Hill: Mr. R. C. Andrews to be manager. Neasden: 
Mr. A. R. Carrie, from Cromwell Rd., to be manager. Platt’s Lane Corner: Mr. E. A. Every- 
Clayton, from North Finchley, to be manager on retirement of Mr. W. D. Rockley. Penarth : 
Mr. C. Evans, from Bridgend, to be manager on Mr. L. W. Oddey’s retirement. /tyde, J.W.: 
Mr. A. E. Huson, from Brighton, to be manager. Southampton—Avenue: Mr. E. W. Pilcher, 
from Shirley, to be manager on Mr. J. A. Bassett’s retirement; Portswood: Mr. E. R. Kimpton 
to be manager; Shiiley: Mr. F. G. S. Watson, from Bath, to be manager. Wembley: Mr. N.S. 
Hawthorne, from Neasden, to be manager on Mr. L. |. Cater’s retirement owing to ill-health. 
lo be Inspectors of Branches: Mr. A. B. Clark, from Hull, and Mr. kK. T. Mansfield, from Croydon. 
Westminster Bank~ -Head Office: Mr. S. W. Atkins, trom Brixton, to be an inspector of 
branches. Jnucome Tay Dept.: Mr. F. L. Bigg to be principal on retirement of Mr. G. Hume. 
Ryixton: Mr. W. L. Stebbens, from Upper Holloway, to be manager. Harlesden: Mr. P. H. 
Cleave, from Wembley, to be manager on retirement of Mr. G. P. Sudbury. f/ythe: Mr. R. L. 
\lexander, from Crowborough, to be manager. Ilford, Valentines P?.: Mr. W. T. Steer, from 
Millwall, to be manager. Orpington and Farnborough, Kent: Mr. D. A. E. Hudson, from Woodford, 
Buckhurst Hill and Loughton, to be manager. Upper Holloway: Mr. RK. W. WKislingbury, from 
Willesden Green, to be manager. Willesden Green: Mr. R. Allen, from Golders Green, to be 
manager. Woodford, Buckhurst Hill and Loughton: Mr. W. Ockenden, from Valentines Park, to 
be manager. 
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Banking Statistics 


Trend of ‘‘ Risk’? Assets 


(Figuves in italics show percentages of gross deposits) 





Actual Change in: Advances plus Investments 
({mn.) (£mn.) Ratio 
Oct., Nov., Dec.-Sept. Oct., Oct., Sept., Oct., 
1951 1951 1Q51-52 1952 1951 1952 1952 
Barclays: 
Advances... - 308. 5 371.0 oe 1.C ) 
0 Te > ¢ > 
* i i wigdge ied | 54.1 60.0 O}.¢ 
Investments. . 314.8 425.7 16.0 8.2 
%, va 4 25.0 23.6 J 
Lloyds: 
4 . > - > 2 ? > 
Advances - 345.2 351.1 245% 
0 > > ~ 
“< mn iid lee ated, . 54.60 56.8 Or .S 
Investments. . na 279.6 375.2 19.4 58.1 
VA “ ea 24.4 27.4 J 
Midland: 
~ 
Advances 393.3 397.1 10.0 1.5 ] 
oO/ > 
Investments. . fi 329.4 433.8 ee 24.7 { 
A ‘a — 24.9 32.8 J 
National Provincial: 
Advances... _ 290.3 208.1 - 34.4 1.8) 
o/ aT = 
O ce - 35-4 OP 2 55.9 so. fy >? Q 
Investments. . a 165.9 230.9 29.1 11.6 [ 
» 4 % id 20.2 28 ‘ S J 
Westminster: 
Advances .. - 248.6 249.5 21.9 77 
0 zr .# 
- _ = lene Ji 57.4 HOT 602.9 
Investments. . - 209.4 263.6 — 22.4 18.6 
of Sat - 26.3 33-4 J 
District : 
Advances... - 60.1 62.6 5.1 1.4) 
0/ Ie »6 6 
“ ks - 25.0 20.0 L 56.1 55.8 61.0 
Investments. . 71.5 91.6 8.9 6.9 f 
%, 30.5 38.9 J 
Martins: 
Advances... ey 89.0 GI.4 10.9 1.8} 
‘. 0 2 , d 
? a = —_* 9 3 ? 54.0 50.0 60.4 
Investments. . - 78.2 102.8 2.38 15.5 , 
i. - - 25.5 33.0 J 
Eleven Clearing Banks : 
Advances 1,897.0 1,925.2 77.4 1.0 ) 
of 30.6 v2 
Oo * *“-* > . ‘ . —— fais ~/ ( h > I 
; SU. ‘ 
Investments. . »- 4,§5§5-2 2,032.7 11.0 22% .2 alii di . 
% 25.1 32.9 J 
Trend of Bank Liquidity 
1Q5I 1952 
Oct. Dee. Mar. May June July Aug. Sept. Oct. 
Liquid Assets . - "Yo K/ 0 y/ "Te Vo "0 % wf 
Barclays ; is j 10.0 33.5 $2.0 33.8 33.0 33:19 37.2 37.3 940 
Lilovds .. - - os 0.0 392.5 31.3 32.0 33.9 35-4 37.06 36.9 33.! 
Midland ga sie 10.2 34.1 31.1 32.8 34.4 34.9 36.4 36.4 35.0 
National Provincial .. -« 3d $3<7 33.4 32.6 34.0 35:6 38:7 30.7 34.9 
Westminster... _ .- 7 7.8 23.2 22.2 24:5 365 Bio 327.7 34:2 
District... a -s .. 38.0 30.4 30.0 33.0 35.6 38.0 38.9 38.9 36.6 
Martins. . - a « 26.8 gees 34.1% 37.8 40.8 41.4 41.6 41.6 36.6 
Fleven Clearing Banks... 39.0 33.2 31.8 32.9 34.7 35.9 37.4 38.0 34.4 


* (ash. call money and bills 


—— 6h 6c 6h 6ftlUulhClUke Cll ele lia Ceti K 
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BANKING STATISTICS 


Banking Trends over Thirty Years* 
‘* Risk ”’ Assets 
Liquid Assets erence nen 
= Invest- Combined 


Net —— —-———— 
Averages Deposits Actual Ratio T.D.R.s ments Advances’ Katio 
of Months: /mn. mn. y {/mn. fmn. 7 
IQ21 _ 1,759 O50 35 -—— 325 533 O4 
IQ22 1,727 0595 37 _ 301 750 O4 
1923 1,025 551 35 - 350 TOI O7 
1924 1,015 545 33 341 Sod 69 
1925 1,010 539 32 2S6 550 OO 
1920 1,015 532 32 - 265 Sg2 70 
IQ27 I, OO! 553 32 _ 254 O25 HO 
1925 1,71! 554 33 _— 254 948 oS 
1929 1,745 505 32 — - 257 Oo! OO 
1930 — 5,751 590 33 “ 255 903 Os 
193! B.ze5 500 32 —_— 301 Q19Q O9 
1932 1,745 O11 34 ane 345 344 07 
1933 1,909 605 34 537 759 66 
1934 1,534 576 31 500 753 70 
1935 I,95!1 O23 31 O15 769 HO 
1936 2,088 692 32 dusts 614 8 39 68 
1936 a 2,160 713 32 — 643 865 6S 
1937 —_ 2,225 053 30 —. 052 954 7O 
1935 2,218 672 30 ‘ 637 976 71 
1939 2,151 645 29 — 605 Og! 71 
1940 2,419 795 31 73 6606 955 O5 
I94I 2,563 676 2: 495 So4 858 59 
1942 3,159 712 22 642 1,069 797 D7 
1943 3,554 723 20 1,002 1,147 747 52 
1944 4,022 755 19 1,357 1,105 750 40 
1945 4,551 SSO 10 1,511 1,156 765 41 
1940 4,932 1,250 25 1,492 1,345 S88 14 
1947 5,403 1,040 29 1,305 1,474 1,107 40 
1945 5,713 1,703 209 1,284 1,479 1,320 47 
1949 5,772 I,920 32 O53 1,505 1,440 49 
195° 5,511 2,345 39 430 1,505 1,603 52 
195! 5,931 2,308 38 247 1,024 1,522 50 
1951: 
Oct. 5,951 2,423 39-1 177 1,555 1,597 55-7 
Nov. 5,973 1,981 32.0 108 2,033 1,925 64.0 
Dec. Pare 6,035 2,100 33-2 102 1,900 1,931 OI .§5 
1952: 
March 5,685 1,872 31.8 —- 1,935 1,940 66.0 
April 5,735 1,595 31 .6 _— 1,934 1,953 64.9 
May 5,097 1,944 32.9 1,932 1,891 64.8 
June 5,017 2,106 34-7 1,Q17 1,500 O2.3 
July 5,844 2,175 35-9 — 1,917 1,823 61.7 
August 5,868 2,205 37:4 ‘ 1,g18 1,755 60.7 
Sept. 5,927 2.327 38.0 — 1,921 1,748 59.9 
Oct. 5,942 2,120 34.4 2,142 1,747 63.1 


* Ten clearing banks for 1921-35, thereafter eleven; the first, and italicized, line for 1936 
adjusts the official figures to exclude the District Bank, and thus helps to join the break in con- 
tinuity of the series. 


Floating Debt 


Nov. 17, Oct. 25, Nov. I, Nov. 8, Nov. 15, 
IQ5! 1952 1952 1Q52 1Q52 
Ways and Means Advances: /m. sm. /m. fm. im. 
Bank of England —_ = _ ism 
Public Departments 274.7 263.0 257.2 249.6 238.9 
Treasury Bills: 
Tender aT RG = ' _— a sin 
Tap - es f 4599-5 4394-3 4345-2 $325-' $450. 
Treasury deposit receipts 125.0 — _— — 
4027.3 4002.4 1574-0 4000.5 


4986.2 
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National Savings 
(f millions 
Savings 
Certi- Defence Savings 
ficates Bonds Banks Total 


Savings 


Certi- Defence Savings 
ficates Bonds Banks Total 


(net (net) (net)* Small (net) (met) (net)* Small 
rogS TO... 29.4 290.9 54.6 54.I 1950 Nov. - 3.0 - 2.7 3-7 - 2.0 
a «1s 6? BG BE.2 13.7 -— 19.8 Dec. —- 4.4 - 2.4 -16.8 — 23.6 
III .. - 4.5 - 20.3 6.4 — 18.4 1951 Jan. - 1.5 - 2.0 15.0 IL.5 
IV -7.2- 5.8 8.3 - 4-7 Feb. 19.3 2.1 - 5.9 15.5 
Mar. .. 9.7 3.8 - 5.8 7.9 
{ [ ae or $2.3 58.1 April .. 23 <- @2 -t2 6.1 
II - 2.8 0.4 8.6 6.7 May 2.7 - O.1 -14.7 -— 12.1 
ITT -7.6- 4.8 - 2.7 - 15.1 June 4.9 o.2 “82.8 ~- 7.7 
[V »~ ££. ‘.% 2 = §97.2 July it - 6.7 —~160,8 — 10,3 
Aug. - 0.5 5.1 4.60 — 10,2 
50 -— 5-5 9.1 36.6 22.v Sept, 0.3 - 4-5 9.9 5-7 
II -10.9 -— 9.0 0.4 —- I4.I me il 7-3 ie ou 
III -13.6 —- 7.5 - 2.4 — 23.5 ae “ee ae 3.8 * oie 
IV .. —-8.6- 7.3 - 4.3 - 20.2 ee _ vin. i diab wy 
52 Jan. O.2 4.0 7.5 oe 
Feb. ‘7 =- 32.9 3.3 
jr od 27-5 3-9 3-3 34-7 Mar. .. *.% 15.9 5-5 - 6.7 
[I [5.3 O.1 29.9 ~ 13.7 April... - 2.6 - 7.1 5-4 - 4.3 
a 1.0 10.3 11.5 20.8 May «43 = te « 3S 21.0 
L\ ek ~ Shed rae ae June 1.5 4.2 — 12.9 
Julv -3.7- 7.7 —18.3 -— 29.7 
1952 e 5.6 27.2 [$.3 6.3 Aug. - 0.9 —- 10.2 — 3.1 — 14.2 
1] — 7-9 25-9 ; 4.4 - 20.2 Sept. 3 60 - =, § a. 2 
i aoe is if.3 — 24.9 —- 34.7 Oct. 2.9 [.0O 2.0 5-9 
* Including Release Benetit Accounts from July, 1945. 
Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net financed by : eserves 
Deficit narnia a at end of 
Years and U.S. and Purchases 5S. African Change Period 
Ouarters Canadian from Gold American in 
Credits 1.M.1°. Loan Aid Reserves 
[940 i :% gos [123 eas . - 220 2090 
[947 7 - 4131 3273 240 --— O18 2079 
1945 : i 1710 352 125 325 O52 . 22 [550 
[949 wi i 1532 116 52 1190 16S [055 
1950: sng sta S05 45 762 _TOL[2 3300 
IQ5I 
[ - - 300 - - 95 - 455 3755 
If ‘a 54 54 - 55 - 109 3307 
itl ss “a 635 - - 40 - 595 3269 
I\ we “i 40 --+ - - O — 934 2335 
Total, IQ5I — [104 L199 - 965 2335 
[O52 . 
I - we 636 635 1700 
\pril bs - 63 — — —— 25 38 1662 
May - we =) (65 -—- -— a Si 16 1678 
June ee " 83 . . . 95 . 1055 
1] - is 210 —-- 201 15 1035 
July _ ea - 30 — - OI - 31 I7I0 
August es id are) - —-- ~ = 15 44 1672 
September i I4 -- 27 13 16385 
[If = .. — 133 — — — 133 —_ TOSS 
October .. ‘ia 17 — - - 35 $2 {707 
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THE NATIONAL BANK OF AUSTRALASIA 


Inc. in Victoria 


End of Inflationary Period 


Mr. H. D. Giddy on Means of Achieving Economic Stability 


Hi ordinary general meeting of The 

National Bank ot Australasia, Ltd. (with 

which is united The Queensland National 
Bank, Ltd.), was held on November 26 at 
Melbourne. 

Mr. H. D. Giddy (the Chairman), in the 
course of his address, said: 

The Balance Sheet totals of {229,007,227 
are approximately £59,000,000 below last year. 
Nearly £40,000,000 of this decrease is accounted 
for by repayment of Central Bank borrowings 
and by a decline in the item Liabilities under 
Letters of Credit, etc., the latter item reflecting, 
in the main, reduced financing associated with 
the lower level of imports this year. Customers’ 
deposits have decreased by £17,000,000, a 


moderate fall in view of general banking 
experience over the last twelve months. 


Advances also have shown only a reasonable 
rise of 13,000,000. Additional advance 
business and other factors have lifted 
earnings by just about £1,000,000 to a new 
record of £6,340,242, but higher expenses and 
increased taxation provisions have absorbed 
practically the whole of this rise. There has 
been a small increase in net profit to £616,965. 


Toss 


Banking Legislation 

In his Budget speech early in August the 
Kederal Treasurer stated that his Government 
would take an early opportunity to amend the 
1945 banking legislation, and on the 7th of 
this month the Prime Minister released a 
statement to the Press outlining proposals. 

The Australian banking system has been in 
a legislative strait-jacket for far too long and 
a thoroughgoing revision is urgently needed, 
in both its own and the nation’s interests. The 
banking system is too important a piece of 
national machinery, and its potentialities for 
vood or for evil too powerful either TO be left 
as a plaything of politics or used as a political 
weapon by any Party. 

The Government’s proposals regarding the 
Commonwealth Bank are to be welcomed as 
bringing Australia closer to having a true 
Central Banking system, but we still feel that 
the tasks and obligations associated with 
national and international monetary manage- 
ment which devolve upon a Central Bank these 
days require that it should be wholly concerned 
with the nation’s monetary and banking policy 
—and with nothing else. In practice, this can 
best be met by a Central Bank which, while 
exercising appropriate supervision over the 
activity of commercial banking, does not par- 
ticipate in it. This is the foundation provided 
for the banking systems of other important 
members of the British Commonwealth, such 
as Canada, New Zealand and South Africa, 
virtually in Britain itself, and in the United 
States of America. 

The Government proposes to remove other 


serious and dangerous defects in the existing 
legislation, such as the retrospective powers 01 
call-up into Special Account given the Com- 
monwealth Bank which now extend, back- 
wards, over a period of more than seven years, 
and the harsh prohibition on the purchase of 
securities contained in Section 28 of the 1945 
Banking Act. 

Some modifications are also proposed in the 
Special Account procedure originally devised 
for the extraordinary exigencies of inflationary 
war-time finance. The Central Bank is to be 
empowered to call into Special Account up to 
75 per cent. of any increase in the total of a 
trading bank’s deposits in Australia as from 
October 7, 1952 (at present the basis for calcu- 
lation is the whole of any increase in assets 
since August, 1945), which, while introducing 
some minor flexibility, still preserves a control 
power to the Commonwealth Bank more 
potent and more ftar-reaching than _ that 
obtaining in most other English-speaking 
countries. 


Current Financial Conditions 


A flood of imports, lower export income 
reduced capital inflow, constantly rising costs 
and prices, and the 1951-52 anti-inflationary 
Commonwealth Budget combined to absorb 
moncy balances and to precipitate an extremely 
heavy demand for banking accommodation 
during the year. Additional lending of £113 
millions by the trading banks since September, 
1951, has been largely instrumental in pre- 
venting what would have been a much more 
serious fall in the volume of money resulting 
ina far more difficult business and employment 
situation to-day than is the case. <Any fair- 
minded observer who makes an = accurate 
assessment of the monetary and economi 
events of recent months will be compelled, | 
think, to reach this conclusion. 

Let me make it quite clear that the presemi 
position of this Bank, and of the whole trading 
bank system, is that while reserves of liquid 
assets are entirely adequate for complete 
safety, just at present they will not permit 
additional lending on any extensive scale 


Trade Affected 

At present, overall business activity inside 
Australia is at a more restrained level than a 
year ago. The inflationary tempo that cul- 
minated in what is commonly termed the 
‘wool boom” has quietened down and, foi 
the present, ever-mounting annual records in 
sales, in turnovers, and, above all in public 
demand, are generally a thing of the past. 
Though National Income for 1951-52 at 
{3,238 millions was, in terms of money, 4 per 
cent. up on the figure for the preceding twelve 
months, when allowance is made for average 
price rises in terms of real value it was some- 
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that of 1950-51. The fall in the real value of 
the National Income, coming hard upon years 
of increases, without doubt is at least one 
major underlying cause of the change in the 
intensity of the public’s demand for goods and 


where in the vicinity of 15 per cent. below 


services 


Economy has been Jolted 


[t is not surprising, however, that business 
and the community in general has felt a jolt 
in the change from the frenzied expansion in 
activity which is always an accompaniment, 
and a symptom, of active inilationary condi- 
tions. In this matter, the experience of the 
last vear provides a salutary reminder that 
rapidly mounting money incomes under the 
influence of general inflationary pressure bring 
their own nemesis. If entirely unchecked, the 
inflationary process would, of course, gallop 
on and end in a major economic collapse. 
Over the last twelve months that process has 
been checked, at least up to a point, by a great 
change in our overseas balance of payments 
brought about largely by the flood of imports 
with a resulting reduction in our money 
supplies to pay for them. Additional factors 
were the emergence of strong and perhaps 
timely buyer resistance to ever higher costs 
and prices, and government financial policy. 

As a result of these checks entirely new 
conditions now confront Australian industry 
and commerce. A fresh breeze, in the torm 
of competition, both individual and corporate, 
has swept over the economy. 


Few Price Benefits Yet 


With the coming to an end of the inflationary 
period and the advent of a more restrained 
level of trading activity, some restoration of 
value to the currency per medium of reduced 
prices is not an unreasonable expectation. Up 
to the present there has been little general 
benefit. Without doubt this is very largely 
due to overall cost levels being too high. With 
costs continuing to rise and turnover some- 
what reduced any material reduction in prices 
could only end in bankruptcy for the individual 
trading unit. 


The Vital Role of Incentives 


A trantic boom, or a deep depression, distorts 
if it does not destroy, a number of the normal 
incentives, and the disciplines, indispensable 
to economic stability in a free si ciety. Govern- 
ment control, restriction, regulation and 
encroachment also do exactly the same thing. 

Restoration of incentives 1s fundamental to 
a resurgence of real confidence. Let us adopt 
incentive differentials in employee remunera- 
tion wherever they would assist greater 
efficiency and, therefore, lower prices to the 
consumer. But, freedom to retain in large 
measure the rewards for individual economic 
effort is just as vital as freedom to make that 
eftort. 

Nothing is more damaging than the weari- 
some repetition that it is impracticable to re- 
duce, toany material extent, the load of taxation 
which the Australian people have been forced 
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to carry. It is alarming to realise that the 
total amount of taxation levied last financial 
year was well over £1,000 millions, nearly 32 
per cent. of the National Income. [In the last 
pre-war year, 1938-39, it was only {£142 
millions, equal to around 18 per cent. of the 
National Income. Granted that one cannot 
expect taxation to return to pre-war standards, 
there surely is room tor a substantial allevia- 
tion of this burden. Real relief here would 
give new zest to our free enterprise system in 
all its aspects. 


Meeting the Challenge 


Just at present the Australian economy 
appears to be balancing between the extremes 
of over-full employment and a condition ot 
recognisable overall idle capacity. One senses, 
nevertheless, a tinge of the precarious in this 
balance. ‘‘ The line of demarcation between 
inflation and deflation is necessarily a matter 
for delicate judgment,” say the Executive 
Directors of The International Monetary Fund 
in their 1952 Annual Report. Yet this is the 
road we must tread to achieve and to maintain 
stable trading conditions, the foundation of all 
progress that is real. 

How is business, and the economy generally 
to meet this challenge ? This is, I think, a 
pertinent question to ask. We have got to 
find ways and means of achieving a steady 
national development, and of using for the 
benefit of all the new eagerness for efficiency 
and better productive effort. 

We are not without weapons for a campaign 
against the waste and inefficiency of either 
depression or inflationary boom. Within strict 
limits, internal credit can be expanded in time 
of idle resources; taxation can be reduced to 
bolster public buying power; we are able to 
regulate our imports to meet a sudden reduc- 
tion in Overseas monetary reserves; we know 
far more than in years gone by about the 
eftects of changes in investment expenditures, 
whether private or public. We are unable to 
influence overseas prices paid tor our exports 
but we ought to be able to frame policies to 
increase export production, and to keep its 
cost at competitive levels. 

The wise application of such implements, 
and an intelligently confident attitude on the 
part of business and the general public should 
ensure reasonable stability in general business 
activity and employment, without plunging 
into over-full employment where individual 
and corporate responsibility is too often 
weakened, leading to excesses 1n all directions. 

But in a community which places a very 
high value on its freedom, success will not be 
achieved unless its economic implements fit a 
business structure that is basically free enter- 
prise. Too often in the past their application, 
or their nature, has been such as to bend and 
at times nearly break that structure. [ull 
appreciation of this fact by governments, and 
other controlling authorities, will give the 
nation renewed confidence that it can surmount 
current difficulties, and will enable the indi- 
vidual to regain initiative and strength of 
purpose in our economic life. 

The report was adopted. 




















fl 








GUARANTEED 
ANNUITIES 


THE greatly improved terms recently published, place us in the forefront of British Life Offices. 
Where NET income is the main consideration, the CAPITAL ANNUITY SCHEME is confidently recommended 
on account of the GUARANTEED RETURN of part of 
the capital invested and of the extremely favcurable 








tax position cn the inccme therefrom. 
TO BANKERS 
Bankers are invited to apply for fuller in- FRIENDS’ PROVIDENT & CENTURY 
formation and rates for this and _ other LIFE OFFICE 
attractive Annuity Schemes. Please mention 7, Leadenhall Street, London, E.C.3 
The Banker. 
































BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
Incorporated by Law in 1927. Holder of Exclusive Right of Note Issue 





CAPITAL FULLY PAID ... ase eee eee Rials 2,000,000,000.00 
RESERVE (Banking Department) a a 429,598,382.95 
RESERVE (Issue Department) ...... ... ... Rials 170,401,617.05 


Governor and Chairman of Executive Board: DR. MOHAMMAD NASSIRI 
HEAD OFFICE: TEHRAN, IRAN (Persia) 


Over 190 Branches and Agencies throughout Iran 


New York Representative: 
One Wall St., New York 


CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 

Transactions, provides special facilities for Documentary Credits, etc., and with its numerous 

Branches in Iran deals with every description of banking business. Especial services for all kinds 
of informauon regarding import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 





























STAATSBANK 





BAYERISCHE 


ESTA BLISHED 1780 


1 KARDINAL FAULHABERSTR., MUNICH 


FOREIGN TRADE BANK 
BRANCHES IN ALL [MPORTANT BAVARIAN TOWNS 


Tel. : 28361 Teletype—Nr. 063/874 
Cables : ‘*Staatsbank”’ 





























FIRE! 
(Incorporated | 
BA N K i Purkey sath WHERE’S YOUR 
rouNeD _ |NU-SWIFT? 


CAPITAL - £10.000.000 The World’s Fastest Fire Extinguishers 
cadens | —for every Fire Risk 
PAID-UP - £5,000,000 


Pressure-operated by sealed CO? Charges 
NU-SWIFT LTD - ELLAND - YORKS 


The Bank transacts every : In Every Ship of the Royal Navy 
description of English and 
Foreign Banking Business. 











— 7 BERNARD THORPE 
BRANCHES throughout TURKEY and the 
NEAR EAST, including EGYPT, SUDAN, | AND PARTNERS 


IRAQ, CYPRUS, JORDAN and ISRAEL. | Land AQents ans Surveyors 

i Auctioneers and Valuers 

Valuations and Surveys for Probate, 
Mortgages and for all purposes 

















Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 


Rating Surveyors 
Specialists in the sale and management 
of Landed and Agricultural Estates 


Offices : 





LONDON 20/22, Abchurch Lane, E.C.4 


MANCHESTER 56/60, Cross Street | 
apt © ice Mica 32 Millbank, Westminster, S.W.1 (Vic. 3012) 
Pe, oe i 129 Mount Street, London, W.! (Gro. 2501) 
MARSEILLES 38, Rue St. Ferreol Kenley House, Oxted, Surrey (Oxted 975) 
CASABLANCA 1, Place Ed. Doutte jj Scottish Offices: 21a Ainslie Place, Edinburgh (Te!.34351) 
ISTANBUL \ and 61 Queen Street, Edinburgh (Tel. 24486) 
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| RovaL Banxc OF ¢ SCOTLAND | 


INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


a “ag two a years “4 its oo Associated Banks : 
the Bank has maintained a tradition of the 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 


well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. 


Banking service which is adaptable, individual 
and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 
oe ee eee 

















por sterling guality— 
Soottish Wi; dows of COUTSC. 


SCOTTISH WIDOWS’ FUND 


IN MUTUAL Head Office: 9, St. Andrew Square, Edinburgh, 2 
LIFE ASSURANCE London Offices: 28, Cornhill, E.C.3. 17, Waterloo Place, S.W.! 









































Exeter Benefit 
Building Society 


14 DIX’S FIELD, EXETER 
Est. 1857 Tel. 3460 





Investments Received 
on 
Shares and Deposit Accounts. 
Shares £2-15-00% 
Deposits £2-10-0% 
e 
(Income Tax paid by Society) 





For Prospectus, apply to:— 


W. H. ELSTON, F.B.S., Secretary 














A.M.P. 


THE LARGEST BRITISH 


MUTUAL LIFE OFFICE 


ASSETS EXCEED £240,000,000 


EXAMPLES OF ANNUAL PREMIUMS 


FOR £1000 SUM ASSURED 
ENDOWMENT ASSURANCES WITH 


BONUSES 
Age next PAYABLE AT DEATH OR ON ATTAINING 
Birthday Age 65 Age 60 Age 55 


20 £22 4 2 £23 18 4 £26 12 
25 £25 7 6 £27 18 4 £31 13 
30 £29 13 4 £33 3 4 £38 17 
35 £35 5 10 £40 11 8 £49 9 
40 £42 19 2 £51 10 10 £67 2 


Con oh & 


AUSTRALIAN MUTUAL 





PROVIDENT SOCIETY 


(Established 1849 in Australia) 
Head Office for United Kingdom: 


73-76 KING WILLIAM STREET, LONDON, €E.C.4 














THE BANK OF BERMUDA, LTD. 


HAMILTON 


Somerset 
CAPITAL 


St. George's 
£125,000 


TOTAL RESERVES £296,986 
TOTAL RESOURCES £6,936,359 


Complete Banking and Trust Facilities 


Real Estate Division 


Sole Depository of the Imperial Government in Bermuda 




















Attractive LIFE ASSURANCE Terms 


THE PROVIDENT ASSOCIATION 
OF LONDON, LIMITED 


PROVIDENT HOUSE, 246 BISHOPSGATE, LONDON, E.C,2 


GUARANTEED CAPITAL ANNUITIES: 


Female 60 last birthday. £1,465 10s. Od. secures £100 per annum. 
Guaranteed 15 years 











Bank Leumi Le-Israel B.M. 


formerly 


The Anglo-Palestine Bank 
* 
General Management: Tel-Aviv 


* 


39 Branches throughout Israel 


* 
New York Representation: 22 Pine Street, New York 5 
* 


London Office: 6 Gracechurch Street, E.C. 3 





THE 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(INCORPORATED IN THE COLONY OF HoNG Kano) 


The Liability of Members is limited to the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony 


CAPITAL ISSUED AND FULLY PAID wail 7 $20,000,000 
RESERVE FUNDS STERLING i £6,000,000 
RESERVE LIABILITY OF MEMBERS... - ” $20, 000,000 


Head Office ~ ~ ~ HONG KONG 
CHAIRMAN AND CHIEF MANAGER - HON. SIR ARTHUR MORSE, C.B.E. 
LONDON OFFICE - 9 GRACECHURCH STREET, E.C.3 


LONDON MANAGERS S. A. Gray, m.c., A. M. Duncan Waccace, H. A. Masey, o.B.£. 
BRANCHES 
Burma Hong Kong Japan (cont.) Malaya (cont.) Philippines 
Rangoon Hong Kong Osaka Sings ipore o1lo 
Ceylon Kowloon Tokyo Singapore Manila 
Colombo Mongkok Yokohama (Orchard Road) Siam 
China India Malaya Sungei Patani Bangkok 
Shanghai Bombay Cameron Highlands Teluk Anson United Kingdom 
Diawa (Java) Calcutta Ipoh North Borneo _ondon 
Djakarta Indo-China Johore Bahru sate i Town 
Surabaja Haiphong Kuala Lumpur Jesselton Ne w Y ork 
Europe Saigon Malacca Ku: al: a Belait San Francisco 
Hamburg Japan Muar Sandakan 
Lyons Kobe Penang Tawau 


BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive service as Trustees and Executors is also undertaken by the Bank's Trustee 
Companies in 


HONG KONG LONDON SINGAPORE 
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